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OFFICE OF PROVINCIAL AUDITOR 


1. Audit Responsibilities. The audit responsibilities of the Provincial Auditor 
are twofold, and involve the examination of: 


(1) The accounts of the Province in accordance with his appointment as auditor 
under The Audit Act. 


(ii) The accounts of Boards, Commissions and other Crown Agencies in accor- 
dance with his appointment as auditor under various related statutes or other 
appropriate authority. 


The examination of the accounts of the Province for the year ended March 
31, 1976 was made in conformity with section 19 of The Audit Act which reads as 
follows: 


*19.—(1) The Auditor shall, on behalf of the Assembly, examine in such 
manner as he considers necessary all accounts of receipts and disbursements 
of public moneys forming part of the Consolidated Revenue Fund whether 
held in trust or otherwise in order to ascertain that adequate regulations and 
procedures are in operation, 


(a) to secure an effective check on the assessment, collection 
and allocation of revenue: and 


(b) to ensure that expenditures have been made in accordance 
with legislative authority. 1971, c. 54, s. 4. 


(2) The Auditor shall satisfy himself as to the correctness of the ac- 
counts mentioned in subsection |. R.S.O. 1970, c. 36, s. 19(2).”’ 


All Ministries were subject to examination in accordance with section 19 
throughout the 1975-76 fiscal year. A listing of the revenue and expenditure 
audits covered by this Report appears in Exhibit 9. 


For the fiscal year ended March 31, 1976 the Provincial Auditor had audit re- 
sponsibility for forty-eight Boards, Commissions and other Crown Agencies pur- 
Suant to his appointment as auditor under the various related statutes. These 
Agencies are listed in Exhibit 10 to this Report. Four of these Agencies were inac- 
tive during 1975-76. Further comment in this regard is contained in section 130. 


The Provincial Auditor had audit responsibility during the year for seven 
other Agencies as a result of his appointment as auditor by shareholders or mem- 
bership bodies. A listing of these Agencies also appears in Exhibit 10. 


Exhibit 10 lists three other operations for which the Provincial Auditor's 
audit responsibility has not been specifically designated. The Provincial Auditor 
has undertaken to audit them on the same basis as Crown Agencies. In each case 
the audit is made in acco.diaace with the Provincial Auditor’s responsibilities 
under The Audit Act. 


It should be noted that not all Crown Agencies are audited by the Provincial 
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Auditor. In accordance with relevant legislation, public accountants have been 
designated as auditors for certain Agencies. These Agencies include the Art Gal- 
lery of Ontario, Clarke Institute of Psychiatry, The Ontario Cancer Institute, On- 
tario Hydro, The Ontario Institute for Studies in Education, Ontario Mental 
Health Foundation, Ontario Municipal Employees Retirement Board, Ontario Re- 
search Foundation, The Royal Ontario Museum, St. Clair Parkway Commission 


and the Teachers’ Superannuation Fund. 


Public accountants have also been designated as auditors for the Ontario 
Land Corporation, Workmen’s Compensation Board and the Toronto Area Tran- 
sit Operating Authority. However, in these cases, unlike those cited in the preced- 
ing paragraph, the governing legislation does involve the Provincial Auditor. 
With respect to the Ontario Land Corporation and Workmen’s Compensation 
Board, the legislation requires that the audit by the appointed auditors be con- 
ducted under the direction of the Provincial Auditor. With respect to the Toronto 
Area Transit Operating Authority, the legislation stipulates that the auditor’s re- 
port and working papers be made available to the Provincial Auditor. 


2. Reporting Responsibilities. Under section 20 of The Audit Act, the Provin- 
cial Auditor is required to report to the Legislative Assembly on the results of his 
examinations. Section 20 reads as follows: 


*20.—(1) The Auditor shall make an annual report to the Assembly re- 
specting the fiscal year then closed, 


(a) as to his examination of accounts of receipts and payments 
of public moneys; 


(b) as to his examination of the statements of assets and liabili- 
ties, the Consolidated Revenue Fund, the net general reve- 
nue and expenditures and related statements in which he 
shall express an opinion as to whether the statements pre- 
sent fairly the financial position of the Province and the re- 
sults of its operations and whether the statements were pre- 
pared in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the pre- 
ceding period; 


(c) as to all special warrants issued and the amounts expended 
thereunder; 


(ca) as to all cheques for the issue of which he has refused to cer- 
lify, citing the date and the amount of any expenditures in- 
curred in consequence thereof: 


(d) as to all orders of the Management Board of Cabinet issued 
for the authorization of expenditure in excess of appropria- 


tions, citing the date, the amount authorized and the amount 
expended; 
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(e) 


(f) 


(2) The 


as to any important change in the extent or character of any 
examination made by him; and 


as to such matters as he desires to bring to the attention of 
ice Neseinp Vato.) U1970% ¢. 36, s. 2001); 1971, .c. 54. 
Set 8 )j 


report of the Auditor shall be delivered to the Lieutenant 


Governor in Council and laid before the Assembly not later than the tenth 
day of the first session held in the following calendar year. 1971, c. 54, 


<a) Oa a i 


For reference and identification purposes the above legislative provisions can 
be related to the content of this Report, or otherwise commented upon, as fol- 


lows: 
aoe 
20(1)(f) 


20(1)(b) 
20(1)(c) 
20(1)(ca) 


20(1)(d) 
20(1)(e) 


: Refer to “‘Comments on Revenue and Expenditure Transac- 


tions’’ (sections 81-128) and ‘‘Comments on Crown Agency 
Transactions’ (sections 129-151). 


: Refer to “‘Expression of Opinion on the Financial State- 


ments of the Province’’ (section 8); ‘‘Comments on Assets 
and Liabilities’’ (sections 13-28) and ‘‘Comments on Conso- 
lidated Revenue Fund’’ (sections 29-80). 


: One Special Warrant was issued during the 1975-76 fiscal 


year (section 128). 


: This provision is no longer applicable as, effective with the 


1974-75 fiscal year, all expenditure review has been on a 
post-audit basis. 


: Refer to Exhibit 6. 


> No significant changes were made during the year in the ex- 


tent or character of my examination. 


As previously indicated, in the case of certain Crown Agencies audited by 
public accountants, relevant legislation contains no reference to direction by the 
Provincial Auditor, and makes no provision for any access by the Provincial Au- 
ditor to the records of either the Agency or the appointed auditor. Consequently, 
the Provincial Auditor is not able to comment with respect to these Agencies. The 
absence of such comment in this Report is consistent with section 21 of The Audit 


Act which reads: 


‘‘Nothing in this Act shall be construed to require the Auditor to examine or 
report upon the accounts of any agency of the Crown if the Lieutenant Gov- 
ernor in Council, in pursuance of statutory authority in that behalf, has desig- 
nated another auditor to examine and report upon the accounts of such 


ASENCY. R..U.- 


USC cares ls 
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3. Organization and Staffing. The Office of Provincial Auditor is divided into 
four branches, each of which is administered by a Director: 


Public Accounts Audit Branch: — audits the Public Accounts of the Province 
and public debt transactions. Responsible for 
the preparation of material for the Auditor’s 
Report and liaison with the Standing Commit- 
tee on Public Accounts. 


Revenue Audit Branch: audits payments into the Consolidated Reve- 
nue Fund—e.g. from various tax sources, 
Federal subsidy programs, etc. 


Expenditure Audit Branch: audits payments out of the Consolidated Rev- 
enue Fund—e.g. administrative expenditure, 
grants and subsidies, etc. 


Crown Agency Audit Branch: audits Boards, Commissions and other Crown 
Agencies. Where specified by legislation, 
directs or reviews audits of Agencies per- 
formed by public accountants. 


An Organization Chart of the Office is presented in Exhibit 8 to this Report. 


At the date of this Report, the staff of the Office numbered seventy-five, 
thirty-four of whom are professionally qualified accountants. Twenty employees 
are enrolled in various stages of courses leading to professional qualification 
through one of the following: The Certified General Accountants Association of 


Ontario, The Institute of Chartered Accountants of Ontario, or The Society of In- 
dustrial Accountants of Ontario. 


4. Meeting of Legislative Auditors. Commencing in 1973 the Provincial Au- 
ditors and the Auditor General of Canada have met annually to discuss matters of 
mutual interest and concern, and to review the role and direction of their respec- 
tive Offices. These meetings provide an excellent forum for the exchange of ideas 
and information, and for the development of new and better ways of discharging 
audit responsibilities. The fourth annual meeting was held in Victoria on Sep- 
tember 15-17, 1976, and was attended by three members of this Office. 


5. Examination of the Accounts of the Office of Provincial Auditor. A pub- 
lic accounting firm was appointed by Order in Council dated December 17, 1975 
to audit the accounts and financial transactions of the Office of Provincial Anditer 
for the three year period ended March 31, 1975. This appointment was made in 
accordance with The Audit Act, section 25, which reads as follows: 


| An officer, appointed by the Lieutenant Governor in Council, shall exam- 
Ine the accounts relating to the disbursements of public moneys on behalf of 
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the Auditor and his staff and such officer shall report thereon to the Lieuten- 
ant Governor in Council.”’ 


The audit for the three year period ended March 31, 1975 has been com- 
pleted. On February 20, 1976, the auditor reported to the Lieutenant Governor in 
Council as follows: 


“We have examined the statements of expenditures of the Office of the Pro- 
vincial Auditor for the years ended March 31, 1973, 1974 and 1975. Our ex- 
amination included a review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered neces- 
sary in the circumstances. 


‘In our opinion, these statements present fairly the expenditures of the Of- 
fice of the Provincial Auditor for the years ended March 3 1, 1973, 1974 and 
1975 on a consistent basis.”’ 


The “‘statements of expenditures’’ referred to in the foregoing are the State- 
ments of Expenditure for the Office of Provincial Auditor contained in Volume | 
of the Public Accounts of the Province for each of the referenced years. 


6. Timetable for Preparation and Submission of the Provincial Auditor’s 
Annual Report to the Legislature. The timetable followed in the preparation 
and submission of our Report has followed a standard pattern for a number of 
years. The 1974-75 Report, for example, dealt with audits completed during the 
twelve month period ended October 31, 1975. In virtually all cases at least a por- 
tion of the period covered by the audit fell within the 1974-75 fiscal year. The Re- 
port was dated November 28, 1975 and was tabled in the Legislature on March 
12, 1976. This latter date was prior to the tenth day of the first session of the 
Legislature held in 1976, and thus fulfilled the time requirement specified in The 
Audit Act, the pertinent provision of which is reproduced in section 2 of this Re- 
port. 


While we have been fulfilling the legislative requirement with regard to 
tabling, we have, however, been concerned by the fact that observations con- 
tained in our Report are frequently made a year or more prior to the date that they 
are brought to the attention of the Legislature. In an attempt to improve the timeli- 
ness of our submission, we are now striving to table our Report on or before De- 
cember 31st next following the close of the fiscal year, providing the Legislature 
is then in session. 


To achieve this objective, and to allow the required time for the preparation 
and printing process, our Report will now cover audits completed by September 
30th rather than by October 31st as heretofore. Consequently, our 1975-76 Re- 
port, the first prepared in accordance with the revised timetable, deals with only 
eleven months of audit activity, namely, the period November 1975 through Sep- 
tember 1976. Subsequent Reports will, of course, cover audit activity through the 
twelve month period October through September. 
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PUBLIC ACCOUNTS 


7. Preparation of the Public Accounts. The Public Accounts are prepared 
under the direction of the Treasurer of Ontario as provided for in section 13 of The 
Ministry of Treasury, Economics and Intergovernmental Affairs Act, 1972. This 


section reads as follows: 


‘*The Public Accounts for the 1971-72 fiscal year and subsequent years shall 
be prepared under the direction of the Treasurer and shall be delivered to the 
Lieutenant Governor in Council and laid before the Assembly not later than 
the tenth day of the first session held in the following calendar year.’’ 


Our audit of the Public Accounts consists of an examination of the financial 
statements of the Province appearing in Volume 1, and on which I express an 
opinion. Volume 2 contains reproductions of audited financial statements of 
Crown Agencies which have an advance from the Province or in which the Prov- 
ince has an investment. The details of expenditure appearing in Volume 3 are not 
reviewed by this Office prior to publication but are subject to examination during 
our subsequent post-audit of the Ministry concerned. 


8. Expression of Opinion on the Financial Statements of the Province. _ I re- 
port that I have examined the Statement of Assets and Liabilities of the Province 
of Ontario as at March 31, 1976, the Statement of Consolidated Revenue Fund, 
the Statement of Revenue, the Statement of Budgetary Expenditure, and the re- 
lated financial statements appearing in Volume | of the Public Accounts for the 
year ended on that date. My examination included a general review of the ac- 
counting procedures and such tests of accounting records and other supporting ev- 
idence as I considered necessary in the circumstances. 


In my opinion these financial statements present fairly the financial position 
of the Province as at March 31, 1976 and the results of its operations for the year 
then ended, and were prepared in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. The gener- 
ally accepted accounting principles are those relative to government accounting 


and are fully described under the heading of ‘‘Basis of Reporting’” on pages 6-7 
of Volume | of the Public Accounts. 


9. Basis of Reporting. The ‘‘Basis of Reporting’’ referred to in my expression 
of opinion on the financial statements of the Province reads as follows: 


‘The financial statements of the Province of Ontario reflect the use of the 
“cash flow’ principle of accounting. This method, modified to allow an addi- 
uonal thirty days to pay for goods and services pertaining to the fiscal year 
Just ended, offers a precise measurement of government activity for a fiscal 
year. This, rather than the ‘accrual’ principle, is utilized because of two fun- | 


damental characteristics of government reporting which set it apart from 
commercial practice. | 


} 
} 
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The first characteristic is the constitutional principle which underlies the SYS- 
tem. The Legislature votes sums of money to specified ministries for stated 
purposes. The Legislature provides for the required money by authorizing 
the government to levy taxes or to borrow. The accounts of the government 
therefore are a record of stewardship and reflect the accountability to the 
Legislature for the management and disposition of monies levied, entrusted 
and spent. The purpose of the public accounts in government is to explicitly 
display that stewardship as revenue flows into and expenditure flows out of 
the Consolidated Revenue Fund. 


The second characteristic is that there is no direct commercial relationship 
between government revenues and government expenditures. This obviates 
the ‘matching’ benefit provided by accrual accounting. Expenditures are in- 
curred for the operation of a wide range of services which have been estab- 
lished by government policy. Taxation, the major source of revenues, is im- 
posed on those parts of the economy best able to finance government 
programs and is also a fiscal policy instrument for the government, in terms 
of its incidence and in its relationship to expenditures. 


The transactions of the Province of Ontario are presented in summary form 
according to the three distinct areas of government activity through the Con- 
solidated Revenue Fund: 


‘Budgetary Transactions’ are operational activities which include the 
revenues raised through taxation, premiums, fees, licences and permits, 
payments from the federal government under shared-cost programs, and 
income from investments. Expenditures on government programs in- 
clude payments for goods and services, interest on the public debt, sa- 
laries, transfer payments to individuals, municipalities and institutions 
under various social programs, subsidies and grants and the acquisition 
or creation of fixed assets. Government assets are generally of lasting 
value and may tend even to appreciate over time; e.g. parkland, public 
works or the highway system. Their benefit to future taxpayers is not 
significantly different from-expenditures on education or health care. 
For these reasons Provincial expenditures on fixed assets are treated as 
non-recoverable expenditures of each fiscal year. The extent to which 
revenue exceeds or falls short of expenditure directly decreases or in- 
creases the net debt. 


‘Non- Budgetary Transactions’ are the lending, investment and trust ad- 
ministration functions which include, as distinct from expenditure, the 
government lending and investment activity in various crown corpora- 
tions, agencies and municipalities. All of these loans and advances are 
repayable or represent equity holdings supported by the assets of the 
corporations. Also included in this category is the activity within de- 
posit, trust and certain special purpose accounts, all of which bear di- 
rectly on the Statement of Assets and Liabilities. ‘Disbursements’ is the 
term used to describe the lending and investment transactions of the 
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government. ‘Receipts’ consist of the repayment of loans or recovery of 
investments. ‘Credits’ is the term used to describe payments into de- 
posit, trust and special purpose accounts. Payments made from these 
same accounts are termed ‘Charges’. 


‘Debt Transactions’ are the borrowing and repayment transactions 
which include obligations issued to both non-public and public sources 
of funds and are reflected directly in the Statement of Assets and Lia- 
bilities. 
The Net Debt of the Province is the excess of liabilities over recorded assets. 
It is also the accumulation of all budgetary deficits less surpluses since Con- 
federation. Year-to-year changes in net debt are the amount by which reve- 
nues exceed or are less than budgetary expenditures. 


With respect to the financial operations of provincial crown corporations, 
agencies, boards and commissions, the financial statements presented in this 
Report reflect (1) the year-end position of the advances to or the investments 
in these entities which are made from the Consolidated Revenue Fund and 
(11) the extent to which their operations have been financed from or have con- 
tributed to the Fund for the year.”’ 


Reference is made under the foregoing caption of ‘Non-Budgetary Transac- 
tions’ to the government lending and investment activity in various Crown Cor- 
porations and Agencies. By way of amplification, it should be noted that the inter- 
est of the Province in these Crown Corporations and Agencies is shown in the 
Statement of Assets and Liabilities contained in Volume 1 of the Public Accounts 
only to the extent of the outstanding amounts actually invested or advanced to 
them. Thus, the accumulated earnings (or deficits) of these organizations are not 
reflected therein. The financial statements of relevant Crown Corporations and 
Agencies are reproduced in Volume 2 of the Public Accounts. 


10. Presentation of Acquisition/Construction of Physical Assets in the Public 
Accounts. Expenditure with respect to the acquisition/construction of physical 
assets totalled $346,230,383 for the year ended March 31, 1976, and is sum- 
marized by Ministry on page 56 of Volume | of the 1975-76 Public Accounts. 


As indicated in the guide to the 1975-76 Public Accounts, Volume 1, page 8, 
the acquisition/construction of physical assets standard accounts classification in- 
cludes all costs of acquisition and construction by contract of new and used build- 
ings and engineering structures. This standard accounts classification does not, 
however, include the cost of work performed by the Province’s own labour force 
with respect to new capital formation, nor does it include the costs of materials 
and services provided by the Province for use by contractors on capital projects. 
Such costs are termed ‘‘own account’’ expenditure and are charged to other stan- 
dard accounts classifications—salaries and wages, services, etc. 


66 rae) - . . . . 
Own account’’ expenditure is substantial and, according to records main- 
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tained in this regard, totalled in excess of $82 million for the 1975-76 fiscal 
year. 


11. The Standing Committee on Public Accounts, The Public Accounts of 
the Province and the Provincial Auditor’s annual report to the Legislature are re- 
viewed by the Standing Committee on Public Accounts after being tabled in the 
Legislature. The Committee constituted for the Third Session of the Thirtieth Par- 
liament, which commenced on March 9, 1976, consisted of thirteen members 
and, as is the custom, was chaired by a member of the Official Opposition. The 
party membership of the Committee is traditionally proportional to the respective 
party membership in the Legislative Assembly. 


The Standing Committee on Public Accounts held fifteen meetings during 
the period March 1976 through June 1976. Most of these meetings were open to 
the public. During its deliberations the Committee reviewed many of the com- 
ments contained in the Provincial Auditor’s 1974-75 Report which was tabled in 
the Legislature on March 12, 1976. 


The Committee discontinued its activities when the Legislature adjourned for 
the summer recess. As of the date of this Report the Legislature had not returned; 
therefore, no further meetings of the Committee have as yet been held. 


The Committee did not submit an interim report to the Legislature prior to 
the summer recess, opting instead for a full report upon completion of its delibera- 
tions in the fall. 


12. Re Recommendations of the Previous Standing Committee on Public Ac- 
counts. On March 30, 1976 the Provincial Auditor tabled a presentation with 
the Standing Committee on Public Accounts which outlined the status of the 
twenty-four recommendations contained in the Committee’s July 1975 Interim 
Report to the Legislature. For reference purposes the recommendations of the 
Committee are detailed in Exhibit 12. During the spring of 1976 the Committee 
extensively reviewed the Provincial Auditor’ s presentation in respect of Recom- 
mendations | through 16. A review of the balance of the presentation is to be un- 
dertaken when the Committee reconvenes in the fall. Pending completion of this 
review, we have considered that Recommendations 22520308) Del nll wal: 
IS (first part), 16, 19, 20 (first part), and 21 have been satisfactorily resolved. 
Further action, which we will continue to monitor in the course of our audit activ- 
ity, is required with respect to Recommendations 1, 3,.4,°7, 10; 15 (second’part), 
17, 18, 20 (second parle? 2.3 and 24. 
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COMMENTS ON ASSETS AND LIABILITIES 


13. Introductory Comments. The Statement of Assets and Liabilities at March 
31, 1976, as shown in Volume | of the 1975-76 Public Accounts, is reproduced 


as Exhibit 2 to this Report. 


As explained in the ‘*Basis of Reporting’’ outlined in section 9 of this 
Report, the financial statements of the Province reflect a modified *‘cash flow”’ 
principle of accounting rather than the ‘‘accrual’’ principle. In addition, Provin- 
cial expenditure on fixed assets 1s treated as non-recoverable expenditure of each 
fiscal year. As a result, the Statement of Assets and Liabilities does not include 
assets such as buildings, land or accounts receivable nor liabilities such as ac- 
counts payable. However, memorandum records of certain of these assets and lia- 
bilities are maintained for internal control purposes. The memorandum accounts 
for Accounts Receivable and Accounts Payable at March 31, 1976 are shown in 
Volume | of the 1975-76 Public Accounts, pages 52-53. 


14. Summary of Assets and Liabilities. For reference purposes a summary of 
assets and liabilities at March 31, 1976, with comparative figures for the preced- 
ing year, is as follows: 












































March 31, 1976 March 31, 1975 
Assets $ $ 
Cash, temporary investments and marketable securities ............. 1,031,041 ,384 856,301,037 
NGVANCES 10; ONtATOMH VEO eee Fis hs Anat. eo, ce Wee 2,307,056,636 1,788,495 ,970 
Advances and investments— 
other corporations, boards and commissions ....................... 4,102,188,993 3,778,440,816 
Investments in water treatment and waste control 
Facilities: (atvcost less récOVenies) x..4cs ea ee ee 666,210,360 528,262,811 
Loanstommunt ipalitiesnyt, a. tinea mers eek aye Econ sae hy 2/1,790,254 213,274,581 
Siher loans apes Vestiients Wi eet a) ee a ee Ge ae 237,432,069 219,574,558 
TOlah (ee OLGCULASSe( Criss! Stee ay, Sine en ee ecto ee 8,615,719,696 7,384,349 ,773 
INSU CC DUE, ceric ta as vid..cs ei; SeRRe ate Sem ION Gebers Wenn Jt 18) __ 4,928,044 ,232 3,448 069,583 
13,543,763 ,928 10,832,419, 356 
Liabilities 
Demand deposits with the Province of Ontario Savings 
Office Sera ea ate ed EIT cacedcattie De avintrataees MOTOR GY 0 a 286,726,596 233,127,158 
Pension LIDS fe So le ee ee etna ein at 951277 021 795,952,606 
Deposit, trustiand'reserve’accounts: {i0.6.. scious 187,403,404 187,658,780 
SP ACB eet re tka 8 oie edate grew deena oe 12,118,406,907 9,615,080,813 
13,543,763 ,928 10,832,419,356 
Contingent liabilities: bonds, etc., guaranteed by the 
LSTRELSINTES. eras WCE cae ee Ne stig 5,027,075,146 3,843,449 294 














15. Cash, Temporary Investments and Marketable Securities. The bal- 


ances included under this heading, with comparable balances for the preceding 
year, were as follows: 
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March 31, 1976 March 31, 1975 

$ $ 
eet ANVOSUIMENES 1h Ohishi Rn os Beeb eR cd soos sh nds os 1,186,165 ,456 1,131,160,501 
Beate laD or SeCUnt Sern Ai.4. tr) 4b dweiha settee sasd eds ek: 308 334,964 166,391,699 
| TTL SGT GUNG SST Bie aa Sea ia) ae en nc (463,459,036) (441,251,163) 
1,031,041 ,384 856,301,037 














TEMPORARY INVESTMENTS, totalling $1,186,165,456 at March 31, 1976, 
are shown at cost and consisted of Time Deposits with Canadian chartered banks 
of $1,103,286,939, loans to investment dealers on a call or day loan basis, se- 
cured by collateral, of $43,500,000 and investments in short term notes of 
6393785517: 


The Time Deposits are recorded at cost in Canadian funds at the dates of de- 
posit. When related to the currency in which the Time Deposits are redeemable, 
the cost total of $1,103,286,939 was identified as follows: Canadian dollars— 
$1,103,206,750; and West German deutsche marks—$80,189. 


MARKETABLE SECURITIES, totalling $308,334,964 at March 31, 1976s are 
shown at cost and consisted of Ontario Hydro debentures of $112,317,800, Prov- 
ince of Ontario debentures of $ 126,766,706, and Government of Canada deben- 
tures of $69,250,458. In aggregate the marketable securities had a market value 
of approximately $294 million at March 31, 1976. 


BANK BALANCES as recorded by the books of the Province reflected an over- 
draft position. This situation resulted mainly from cheques issued during April 
1976 which were dated March 31, 1976 and were charged to 1975-76. Such prac- 
tice is the modification of the ‘‘cash flow”’ principle of accounting explained in 
the **Basis of Reporting’’ (section 9), and is in accordance with the authority pro- 
vided under The Financial Administration Act. 


The amounts actually on deposit with the banks totalled more than $11 mil- 
lion at March 31, 1976. Deductions for outstanding cheques and allowances for 
adjustments contributed to a net overdraft of $463,459,036 on the books of the 
Province. 


16. Advances to Ontario Hydro. These advances, with comparable balances 
for the preceding year, and the financial activity during the 1975-76 fiscal year, 
were as follows: 


Advances Repayments 
March 31, 1975 Made Received March 31, 1976 
$ $ $ $ 
Secured By Bonds: ti 00 hare 1,710,294, 000 $75,000,000 45,342,000 2,239,952 ,000 
OSS a 78,201,970 11,097,334 67,104,636 








1,788,495 ,970 575,000,000 56,439,334 2 307,056,636 
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The financial statements of Ontario Hydro are shown in Volume 2 of the 
1975-76 Public Accounts. 


Advances secured by bonds are made to Ontario Hydro from the proceeds of 
debentures issued by the Province of Ontario for that purpose under the authority 
of The Power Corporation Act. These advances are repayable in United States 
dollars and are recorded in Canadian funds at par, as is the related liability (see 
section 27). As security for the advances, the Province holds Ontario Hydro 
United States dollar bonds for the principal amount with the same interest rate and 
terms as the corresponding Province of Ontario debentures. 


The advances of $575 million made to Ontario Hydro during the 1975-76 
fiscal year represented the gross proceeds from four Ontario debenture issues in 
the United States on behalf of Ontario Hydro. These issues are identified as series 
EY, EZ, FC and FD and are shown at their respective par values in the Details of 
Debentures Outstanding statement on page 39 of the 1975-76 Public Accounts. 


Unsecured advances to Ontario Hydro represent the Province’s share of the 
capital cost of the first two units of a nuclear powered generating station at Picker- 
ing. 


17. Advances and Investments—Other Corporations, Boards and Commis- 
sions. The balances included under this heading, with comparable balances for 
the preceding year, and the financial activity during the 1975-76 fiscal year were 
as follows: 


Advances | 
March 31, Investments Repayments March 31, 
1975 Made Received 1976 
$ $ $ $ 
The Ontario Education Capital Aid 
Corporation TER Foliah vei ton wie eee 1,187,081,958 97,657,000 51,291,629 1 233,447,329 
The Ontario Universities Capital Aid 
Corporation sg ell tee cas santa nana 1,196,148,314 42,294,020 22 452.4355 1,215,989,899 
Ontario Mortgage Corporation Ps ects’ Ao 384,419,000 177,890,400 20,994,000 541,315,400 
Ontario Land Corporation Part 320,100,000 22,100,000 4,450,000 337,750,000 
Ontario Housing Corporation ............ 261,892,969 56,047,319 13,234,366 304,705,922 
Ontario Student Housing Corporation .. 8,600,400 33,073 8,547,327 
He Energy Corporation .............. 100,000,000 100,000,000 
ntario Development Corporation ...... 89,570,645 19,976 789, 
Northern Ontario Development BA eh a 
COMPORIUON Sed isha sete iP A 20,651,141 21,016,674 575.012 36,092,803 
Eastern Ontario Development 
AS ORPOTATON Weta tios, ns 8 yo) 282,020 LL J26;528 
POLRMON Meee eines aed tae PCT Pane Per: same Do, 
Ontario Northland Transportation a ae 
COMMISSION panes ica a 0552075935 l 
The Ontario Junior Farmer ae ‘ae nae 
Establishment Loan Corporation ..... 74,040,114 
The Ontario Municipal Improvement eS ae tee 
POEDOTAU Olli, on ten anon oe 29 871.303 8 6 
BOON DOSAU OM os facades sess « saavy' 29.871.302 610, 2 
Liquor Control Board of Ontario ........ 25,074,515 . sa Sane 
The Ontario Transportation a 
Development COrDOrat Oni buss. 6,000,000 : 
Urban Transportation Development ; annie 
Corporation, Ltd. 
ge Selb ih a oe 6,000 ,000* 
Algonquin Forestry ZROUOUIIY 2 eee eae 400,000 ene, 
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The Crop Insurance Commission of 
EDEN Cpe ee SR etait arnt atte pec al 3,500,000 2,600,000 5,735,000 365,000 
Ontario Lottery Corporation .............. 300,000 300,000 


3,778,440,816 476,718,952 152,970,775 4,102,188 ,993 














*The Province did not actually receive a repayment of $6,000,000 for its in- 
vestment in The Ontario Transportation Development Corporation nor did it di- 
rectly invest $6,000,000 in the Urban Transportation Development Corporation, 
Ltd. Instead, the Province’s investment was effectively transferred from the for- 
mer Corporation to the latter as a result of The Ontario Transportation Develop- 
ment Corporation transferring its net assets to the Urban Transportation Develop- 
ment Corporation, Ltd. on August 29, 1975. The transfer of net assets was made 
in exchange for 2,000,000 common shares of no par value which were issued to 
Her Majesty in the right of the Province of Ontario as represented by the Minister 
of Transportation and Communications. 


The Urban Transportation Development Corporation, Ltd. was incorporated 
October 10, 1974 under the Canada Corporations Act. The above-described 
transfer of net assets from The Ontario Transportation Development Corporation 
to the Urban Transportation Development Corporation, Ltd. was in accordance 
with the provisions of The Ontario Transportation Development Corporation Act, 
1973, as amended. 


Financial statements of these Crown Corporations, Boards and Commissions 
(Ontario Lottery Corporation excepted) are shown in Volume 2 of the 1975-76 
Public Accounts. 


Explanatory comment relative to the nature of these Corporations, Boards 
and Commissions, and to the terms of the relative advances and investments made 
by the Province, is contained on pages 29-30 of Volume | of the 1975-76 Public 
Accounts. Additional explanatory comment with regard to certain of these Cor- 
porations, Boards and Commissions is presented as follows: 


THE ONTARIO UNIVERSITIES CAPITAL AID CORPORATION. Advances by the 
Province to this Corporation as at March 31, 1976 are repayable out of future 


_ years’ Provincial expenditure appropriations. 


The Corporation employs funds advanced by the Province to purchase bonds 
and debentures issued by colleges, universities and related institutions for capital 


_ construction purposes. The issuing institution redeems its debentures, with inter- 
_ est, over their term utilizing moneys appropriated by the Legislature for such pur- 


pose. The Corporation, in turn, utilizes redemption proceeds to repay, with inter- 


_ est, its advances from the Province. 





By way of illustration, in 1975-76 institutions effectively made principal and 
interest payments to the Corporation totalling $106,876,862, of which 


_ $104,902,353 was provided out of the expenditure appropriations of the Ministry 


of Colleges and Universities as reflected on page 401 (Vote 2502-2) and page 403 
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(Vote 2503-2) of Volume 1 of the 1975-76 Public Accounts. The balance of 
$1,974,509 was provided by municipalities in connection with debentures issued 
for library construction. 


Of the $106,876,862, principal repayment amounted to $22,452,435 and 
was included in the Statement of Receipts on page 14 of the 1975-76 Public Ac- 
counts, Volume 1. The balance, $84,424,427 represented interest and was re- 
flected as such in the Revenue statement of the Ministry of Treasury, Economics 
and Intergovernmental Affairs, page 183 of the 1975-76 Public Accounts, Vol- 
ume tf, 


THE ONTARIO EDUCATION CAPITAL AID CORPORATION. The situation with 
respect to the repayment of advances made by the Province to this Corporation is 
somewhat analogous to that outlined for The Ontario Universities Capital Aid 
Corporation. For, to a large extent, the advances by the Province to The Ontario 
Education Capital Aid Corporation are repayable out of future years’ Provincial 
expenditure appropriations. 


In the calculation of General Legislative Grants, a component of the annual 
appropriation for the School Business and Finance program activity, Ministry of 
Education (Vote 2802-11, page 447 of Volume | of the 1975-76 Public Ac- 
counts), consideration is given to the repayments of debenture principal, with in- 
terest, which municipalities are required to make to The Ontario Education Capi- 
tal Aid Corporation. 


ONTARIO DEVELOPMENT CORPORATION. Advances recorded at March a1 
1976, included advances with respect to forgivable performance loans made by 
the Corporation in the outstanding amount of $26,803,290. The major portion of 
advances by the Province to the Corporation with respect to forgivable perfor- 


mance loans is repayable out of future years’ Provincial expenditure appropria- 
tions. 


Performance loans are loans made by the Corporation to persons establishing 
or substantially expanding an industrial undertaking in an area of equalization of 
industrial opportunity. These loans are non-interest bearing and are subject to 
principal forgiveness. Forgiveness is contingent upon the borrower operating his 
business in a manner Satisfactory to the Corporation. Generally speaking, loan 
forgiveness 1S at the rate of ten per cent at the end of each of the first five years of 
operation with the balance, or fifty per cent, forgiven at the end of the sixth year 
of operation. When borrowers’ loan principal is forgiven, moneys appropriated 
by the Legislature for the purpose of loan forgiveness are utilized by the Corpora- 
tion to repay its corresponding advance indebtedness with the Province. 


To illustrate, in 1975-76 the Corporation forgave loan principal in the 
amount of $6,736,545. The Corporation’s advances from the Province with re- 
spect to performance loans were reduced, or repaid, by a corresponding amount 
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utilizing funds provided out of the expenditure appropriations of the Ministry of 
Industry and Tourism. Both the expenditure and repayment activity were reflected 
in Volume | of the 1975-76 Public Accounts. The former was included in Vote 
2009-1 (page 329), while the latter was included in the receipts from Ontario De- 
velopment Corporation reflected in the Statement of Receipts (page 14). 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION. Advances by the 
Province to the Commission included advances made since 1972, totalling 
$46,000,000, which are of a demand loan nature and are interest bearing. 


The balance, $30,207,935, represented advances made to the Commission 
prior to 1925. This amount, which is non-interest bearing, could be termed an in- 
vestment in, rather than an advance to, the Ontario Northland Transportation 
Commission. 


A difference in the nature of the two amounts, $46,000,000 and 
$30,207,935, is recognized by the Commission in its financial statement presen- 
tation. The former is classified as a current liability in the balance sheet, while the 
latter is classified as a long-term liability. 


LIQUOR CONTROL BOARD OF ONTARIO. Each year the Board pays over to 
the Province that portion of its annual profits which are not required for the 
Board’s operating purposes. Such payments are recorded as revenue in the books 
of the Province (see page 160 of the 1975-76 Public Accounts, Volume 1). 


For many years necessary accounting transactions were recorded in the 
books of the Province to ensure that the Province’s investment in The Liquor Con- 
trol Board equaled the accumulated amount of profits retained by the Board for 
Operating purposes, and which the Board had invested in stock, supplies, etc. 
Commencing with the year ended March 31, 1972, however, the relationship be- 
tween the Province’s investment in the Board and the amount of profits retained 
by the Board has not been maintained. For, while the Province’s recorded invest- 
ment in the Board has remained unchanged at $25,074,515, the retained profits of 
the Board have increased over the five year period and totalled $33,272,447 at 
March 31, 1976. 


NORTHERN ONTARIO DEVELOPMENT CORPORATION. Advances recorded at 
March 31, 1976 included advances with respect to forgivable performance loans 
in the outstanding amount of $3,384,095. To a large extent advances by the Prov- 
ince to the Corporation with respect to forgivable performance loans made to bor- 
rowers are repayable out of future years’ Provincial expenditure appropriations. 


For further information relative to performance loans see comments under 
ONTARIO DEVELOPMENT CORPORATION. 


18. Investments in Water Treatment and Waste Control Facilities. The 
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Ministry of the Environment lets extensive contracts for the building of water and 
sewage systems to serve municipalities. Under the agreements with individual 
municipalities the costs of construction and operation of the facilities are fully re- 
coverable with interest over a specified period of years. 


During the 1975-76 fiscal year additional investments of $154,938,640 were 
made and recoveries of $16,991,091 were received, leaving a balance of 
$666,210,360 outstanding at March 31, 1976. 


19. Loans to Municipalities. The balances included under this heading, with 
comparable figures for the preceding year, and the financial activity during the 
1975-76 fiscal year, were as follows: 





March 31, Loans Repayments March 31, 
1975 Made Received 1976 
$ $ $ $ 
Sundry Municipalities re: 
Municipal Works Assistance .......... 70,410,171 4,556,950 65,853,227) 
Mthes Eyal oe ac8, racy oe tara (ken A Re, 37,639 392 16,219,600 4,972,896 48,886,096 
Federal-Provincial Winter 
Capital Projectsrund = .-<.. 7.5. 17,576,646 33,948,743 393 4. 51,131,678 
Federal-Provincial Employment 
LOalicai nt 6.ceyete pememmmn on f 16,360,729 559,129 15,801,600 
Ontario Housing Action 
PIOCTATI SEA Sake Pet eee Gee 12,834,333 20,476,746 33,311,079 
Federal-Provincial Special 
Development Iuoans..s... yc. .as a 4,404,000 277,300 4,126,700 
The Shore Line Property 
ASSISTANCOYACL 1073 Axl ae te A 748,893 477,200 25,072 1,200,921 
The Municipality of Metropolitan 
TONODUG Mga Masa ba Med ae aan Ce De 48,810,000 1,451,000 47,359,000 
Township of Elliot Lake .................. 2,418,300 214,900 2,203,400 
Lown ot Iapuskasing: 0.00.0) .0.) 0) [359,807 Or 1,308,736 
Wily Ol Wand soir). 2b Aiea. pel 216,484 66,484 150,000 
Improvement District of 
Manitouwadee 20.0.0, 28 150,000 34,000 116,000 
The Moosonee Development 
mica BOAT ns PRRER Ey oe eae, ee 119,000 4,000 115,000 
Township of Collingwood ................ 116,826 116,826 
Township ofiAmabel).2. 2000,/.,.,... 4 110,000 110,000 
22 T4658 | 71,122,289 12,606,616 271,790,254 


Explanatory comment with regard to the various 
tained on pages 30-31 of Volume | of the 1975-7 


20. Other Loans and Investments. 
with comparable balances for the preceding 

















1975-76 fiscal year, were as follows: 


March 31, 


The b 





Loans to Municipalities is con- 
6 Public Accounts. 


alances included under this heading, 
year, and financial activity during the 


Loans Repayments March 31, 
1975 Made Received 1976 
$ $ $ $ 
Loans to public hospitals .............. 205 844 662 S296 2 2 
The Sault Ste. Marie Bridge Act: a Tie ae as ae 
International Bridge Authority 
of Michigan—bonds ................ 1OUS- O72 


7,615,072 
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St. Mary’s River Bridge 


Compan ¥—-SDAres «vy. sev cs sep unecn 1,370 370 

Municipal and school tax credit 

SLRS CURTIN ahaha on Re ae Re a 2,694,914 581,713 207,942 3,068,685 
Sundry co-operative associations ........ 1607022 122,000 208513 1,502,509 
Loans under The Fisheries Loans 

ONG) oot aa ae La 898,164 898,164* 
Provincial student-aid loans .............. 432,724 120,566 312,158 
Sundry conservation authorities ......... 330,490 70,965 Zoo 920 


Sandwich, Windsor and 
Amherstburg Railway Company 


7 SLES aaa NE OS Wa irene aa 
Maturing June 30, 1976 to 1977 ...... 150,000 50,000 100,000 
Bee met TAL LOANS © v5) a coen dotbcndances os 140 140 





219,574,558 ee NPA MEA ee) 15,415,202 237,432,069 








*see comment below 


Explanatory comment with regard to the various Other Loans and Invest- 
ments is contained on pages 31-32 of Volume | of the 1975-76 Public Accounts. 
Additional explanatory comment relative to two of the loan categories is pre- 
sented as follows: 


LOANS TO PUBLIC HOSPITALS. Many loans by the Province to the public 
hospitals are substantially repayable out of future years’ Provincial expenditure 
appropriations. 


During the 1975-76 fiscal year, for example, public hospitals made principal 
and interest (excluding interest subsidy) payments to the Province in the amounts 
of $13,840,912 and $5,096,639 respectively. Of the total of $18,937,551 so paid 
by the public hospitals, $14,661,872 was provided in the form of grants from the 
Province. These grants were included in the expenditure appropriations of the 
Ministry of Health for the fiscal year ended March 31, 1976, Vote 2903-7. 


LOANS UNDER THE FISHERIES LOANS ACT. As indicated in our 1974-75 Re- 
port (section 20) these loans totalling $898,164, were written off by the Province 
under the authority of Order in Council dated September 7, 1975. For accounting 
purposes the amount of $898,164 is reported in Volume | of the 1975-76 Public 
Accounts, page 361, as expenditure of the Ministry of Natural Resources. It is 
also reflected as a receipt of the Ministry of Natural Resources in the Statement of 
Receipts in the Public Accounts, page 15. (For further comment see section 26). 


21. Fixed Assets. As explained in the basis of reporting contained in section 9 
of this Report, the costs of fixed assets are treated as expenditure in each fiscal 
year. These assets are carried in the accounting records of the Province at a 
nominal value of one dollar. Prior to 1974-75 the nominal value of the fixed assets 
was shown separately in the Statement of Assets and Liabilities. For more concise 
Statement presentation this practice has been discontinued. 


22. Inactive Assets; Reserve for Inactive Assets. Prior to 1974-75 inactive 
assets, and an offsetting reserve for inactive assets, were reflected in the State- 
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ment of Assets and Liabilities. In the interest of more concise statement presenta- 
tion both amounts have since been omitted from the Statement of Assets and Lia- 
bilities. 

The total of inactive assets at March 31, 1976 was $4,350,546 and was un- 
changed from the previous year. The balance of inactive assets at March 31, 1976 
was made up entirely of the Government of Canada accounts, consisting of a Debt 
Account of $2,848,290 and a Common School Fund of $1,502,256. The Debt 
Account is an amount on which the Government of Canada pays interest at 5% per 
annum to compensate the Province of Ontario for moneys withheld from the Prov- 
ince in the period July 1, 1867 to January 1, 1873. 


The Common School Fund represents Ontario’s share in a permanent fund of 
$2,677,771 held in trust by the Government of Canada for the Provinces of On- 
tario and Quebec. This fund, the total of which has not changed since March 31, 
1942, is derived from the sale of Crown lands set aside for the benefit of common 
schools by statutes enacted before Confederation. The Government of Canada 
pays interest to the Province on the principal sum at the rate of 5% per annum in 
proportion to their respective populations as determined by the most recent decen- 
nial census. The present allocation of interest is based on the census of 1971. 


A reserve for the full amount of the Government of Canada accounts has 
been provided since the present agreement does not call for liquidation of the prin- 
cipal amounts. 


23. Net Debt. The Net Debt of the Province is the excess of liabilities over re- 
corded assets. Year-to-year changes in Net Debt are related directly to the amount 
by which revenue exceeds, or is less than, expenditure on budgetary transactions. 
Revenue was less than expenditure on budgetary transactions by $1,479,974,649 
for the 1975-76 fiscal year, with the result that Net Debt increased by that amount 
to $4,928,044,232 at March 31, 1976. 


24. Demand Deposits with The Province of Ontario Savings Office. These 
deposits are carried in twenty-one branches of the Savings Office throughout the 
Province. The liability of the Savings Office to depositors, with comparable bal- 
ances for the preceding year, consisted of: 


March 31, 1976 March 31, 1975 








$ $ 
Current BANGS Frere er idetths iste, hook loan ae hee a a 286,548,357 203.501: 189 
Diicla Uma ALAN CORR ar arses ins Wiest oi.sdeectis.,ck ace 178,239 175,970 
286,726,596 2335 127 Laan 














It is current practice of the Savings Office to transfer a deposit balance from 
a current classification to an unclaimed classification when no communication has 


been received from the depositor, and no activity has taken place in the account, 
for a five year period. 
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The financial statement of The Province of Ontario Savings Office is shown 
on page 50 in Volume | of the 1975-76 Public Accounts. 


25. Pension Funds. The balances included under this heading, with compara- 
ble balances for the preceding year, and financial activity during the 1975-76 
fiscal year, were as follows: 


March 31, March 31, 
1975 Credits Charges 1976 
$ $ $ $ 


Public Service Superannuation 

RANG es or aoe kn id ose eases ep 794,041,635 194,614,943 47,053,065 941,603,513 
Legislative Assembly 

Retirement Allowances 

AG OE CRs ae, ocr 1,910,972 S250 Fee 519,236 9,623,508 


795,952,007, 202,846,715 47,572,301 JO je eet 











The balances in the Public Service Superannuation Fund and in the Legisla- 
tive Assembly Retirement Allowances Account are on deposit with the Treasurer 
of Ontario. For further comment on the Fund and on the Account see sections 149 
and 138 respectively. 


The Superannuation Adjustment Fund, which was established in 1975-76, is 
not reflected under the ‘‘Pension funds’’ heading in the Statement of Assets and 
Liabilities. Instead, it is included under the caption of **Deposit, trust and reserve 
accounts’’ (see section 26). 


26. Deposit, Trust and Reserve Accounts. The balances included under this 
heading, with comparable balances at the end of the preceding year, are sum- 
marized as follows: 


March 31, 1976 = March 31, 1975 








$ $ 
PORTE ARP TUSe ACCOMIES comics tthe nk teat os has caste hoping elses 182,285,609 183,007,223 
Bemervew ert oY, Oh ee Se ee ie ad 8 ee oe) Perit 4,412,692 
NGS CISTEG( av epee ae OE ne ae Re OT eee Ley Se == 238,865 
187,403,404 187,658,780 














Deposit and Trust Accounts and Reserves are itemized in Volume | of the 
1975-76 Public Accounts on pages 33-34. 


The DEPOSIT AND TRUST ACCOUNTS balance was comprised mainly of four 
items: 


1) ONTARIO ENERGY CORPORATION—$7 1,792,360 


By authority of Order in Council dated February 20, 1975 the Prov- 
ince advanced $100 million to the Ontario Energy Corporation for start- 
up funding. The Corporation placed the bulk of this sum on deposit with 
the Treasurer of Ontario. An amount of $71,792,360 remained on de- 
posit at March 31, 1976. 
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it) SINKING AND RESERVE FUNDS—MINISTRY OF THE 
ENVIRONMENT—$42,938 ,759 


These funds relate to the Province’s investment in water treatment 
and waste control facilities. The sinking fund is maintained for the re- 
covery of the cost of capital assets while the reserve fund is kept for re- 
newals, replacements and contingencies. 


iii) MOTOR VEHICLE ACCIDENT CLAIMS FUND—$31 ,913,348 


The amount on deposit with the Treasurer of Ontario represents the 
balance at the credit of the Fund. 


iv) SUPERANNUATION ADJUSTMENT FUND—$20,600,519 


The amount on deposit with the Treasurer of Ontario represents the 
balance at the credit of the Fund. For further comment on this Fund see 
section 131. 


While relatively smaller in monetary significance, many additional accounts 
were included in the Deposit and Trust Accounts category. Background on the 
following accounts is presented for informative purposes. 


ONTARIO FOOD TERMINAL BOARD—SINKING 
FUND DEPOSITS: $2,717,941 


The Ontario Food Terminal Act provides for the establishment of a sinking 
fund for the repayment of securities issued by the Ontario Food Terminal Board 
and guaranteed by the Province of Ontario. 


Debentures to the principal amount of $5,000,000 dated June LADS a40iee 
interest at three and one-half per cent and maturing on June 1, 1985, were issued 
by the Board and the proceeds invested in the purchase of property and the con- 
struction and equipment of a food terminal. Pursuant to the Act, the payment of 
principal and interest was guaranteed by Order in Council dated June 16, 1955 
and a sinking fund was established. 


The Board makes semi-annual payments into the fund which, together with 
the proceeds from certain securities deposited with the Treasurer of Ontario and 
interest earnings generated by the fund, are designed to accumulate to an amount 
sufficient to retire the debentures on their maturity date. During 1975-76 the fund 


received $247,502 bringing the balance of the fund to $2,717,941 at March 31, 
1976, 


PERSONAL PROPERTY SECURITY ASSURANCE FUND: $862,924 


The Personal Property Security Act which established a registration system 
for personal property, stipulated that there should be an account in the Consoli- 
dated Revenue Fund known as ‘‘The Personal Property Security Assurance 
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re re 
Fund’’. The purpose of the fund is to provide compensation for any person who 
suffers loss or damage as a result of reliance upon a certificate of the registrar is- 
sued under section 44 of the Act. 


Section 45 of the Act provides for payment into the Fund of a portion of cer- 
tain fees prescribed under the Act and for interest to be credited to the Fund at a 
rate to be determined from time to time by the Lieutenant Governor in Council. 
Ontario Regulation 280/71, which came into force on May 1, 1971, specified the 
portion of fees to be paid into the Fund. This portion has been adjusted by Ontario 
Regulation 779/75, which came into force on April 1, 1976 co-incident with a re- 
vision of the fees structure prescribed under the Act. 


During the year ended March 31, 1976 the Fund received $165,515 from 
fees and $59,271 on account of interest. As of March 31, 1976 no amounts had 
been paid out of the Fund since its inception in 1971. 


ASSURANCE FUND—LAND TITLES OFFICE: $300,000 


The Assurance Fund under The Land Titles Act is administered by the Ac- 


—countant of the Supreme Court. At March 31, 1976 the Fund totalled approxi- 
mately $1 million, of which $300,000 had been deposited or invested with the 


Treasurer of Ontario. This investment occurred prior to 1932. 


This Assurance Fund was formed pursuant to The Land Titles Act, passed in 


_ 1885, which established a system for land registry. The purpose of the Fund was 
to indemnify persons who might be deprived of land or some estate or interest 


therein by reason of the land being brought under the provisions of the Act or 
through errors in title or registration. The Fund was constituted by levying a fee, 
in addition to all other fees, on the first certificate of title granted under the Act in 
respect of any land. The fees so levied were to be paid into court, with the privity 


of the Accountant of the Supreme Court, for credit to the Fund. The Act further 
directed that the money in the Fund should be invested and the interest or income 
derived therefrom credited to the Fund. 


An amendment to the Act in 1910 directed that money standing to the credit 


of the Fund and payments thereafter received should on demand be paid to the 
Treasurer of Ontario. The Treasurer was to issue to the Accountant of the Su- 
_preme Court in trust, Ontario Government Stock for the sums received, the stock 
to represent the Assurance Fund and be available for the same purposes. Pay- 
_Ments were requested and made to the Treasurer of Ontario in 1911, 1925 and 


1931 for an aggregate total of $300,000. Stock certificates were issued for this 


amount and bear interest at the rate of two and one-half per cent per annum. 


MINISTRY OF COLLEGES AND UNIVERSITIES—SPECIAL 
ACCOUNT: $140,987 


This special account was established in March 1967 to facilitate the acquisi- 


| tion of real property for Ryerson Polytechnical Institute. Expropriation proceed- 
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ings had commenced on certain properties required for expansion and in a minute 
of March 2, 1967 Treasury Board approved a proposal by the Department of Edu- 
cation to establish a special fund to cover the expected costs of acquisition. Ac- 
cordingly, on March 31, 1967 an amount of $2,181,025 was requisitioned by the 
Department of Education from 1966-67 appropriations and placed in the special 
account. 


Payments from the account since its inception have totalled $2,040,038 leav- 
ing a balance of $140,987 as at March 31, 1976. We were advised that a final 
payment of $26,981 was made in December 1975. As there would appear to be no 
further need for this special account, we wrote to the Deputy Minister of Colleges 
and Universities regarding the intended disposition of the account balance. He re- 
plied on August 25, 1976 and advised that: **........ we in the Ministry have 
no direct interest in the disposal of the balance and have assumed that it would be 
taken into the general revenues of the Province.’’ 


The MISCELLANEOUS category in the foregoing summary was retired during 
the 1975-76 fiscal year. The balance at March 31, 1975 included an amount of 
$193,241 owing to the Government of Canada, representing its contribution to 
loans made to commercial fishermen by the Province in 1970-71 under The 
Fisheries Loans Act. 


As indicated in section 20 of this Report, the loans made by the Province 
were written off as uncollectable during the year. In view of this action, the Gov- 
ernment of Canada subsequently relieved the Province of the obligation to repay 
Canada’s contribution of $193,241. For accounting purposes this amount is re-_ 
ported in Volume | of the 1975-76 Public Accounts, page 361, as a reduction in 
the expenditure of the Ministry of Natural Resources. It is also reflected as a— 


charge of the Ministry of Natural Resources in the Statement of Charges in the — 
Public Accounts, page 23. 


27. Unmatured Debt. We have used the term unmatured debt to identify the | 
total of the following liabilities designated on the Statement of Assets and Liabili- | 
ties: Advances payable, Treasury bills, and Debentures and notes. Comparable | 


balances for unmatured debt, and its components, at March 31, 1976 and March | 
31, 1975 were as follows: | 


March 31, 1976 March 31, 1975 | 
$ ; 


$ 
ana Ee eOP UR oar ha hatie Obhiss ot eae oe 60,573,087 61,134,861 | 
Og one reas ree ceereeen eee ONT e 325,000,000 | 
Pe ees MEE A ona Scemetc ts sbscuse ee ee 11,732,833,820 9,553 ,945,95zmI 





12,118,406,907 9,615,080,813 








ADVANCES PAYABLE at March 31, 1976 comprised two elements. The first 
element of $46,923,087 represented funds advanced to the Province on an interim 


ee 
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basis by the Central Mortgage and Housing Corporation for a portion of the cost 
of waste control projects under construction. When a project is completed the ad- 
vance is partially forgiven and the balance converted to a forty year debenture. 
During the 1975-76 fiscal year advances in the amount of $36,269,823 were re- 
ceived, while $24,331,597 was forgiven or debentured. 


The second element of $13,650,000 represented deposits received from The 
Ontario Municipal Employees Retirement Fund in the period January 1, 1976 to 
March 31, 1976. This amount will be debentured as at December 31, 1976. 


TREASURY BILL financing was re-commenced in 1975-76. Proceeds and re- 
demptions totalled $810,000,000 and $485,000,000 respectively, leaving Trea- 
sury bills outstanding in the amount of $325,000,000 at March 31, 1976. 


DEBENTURES AND NOTES comprised over 96 per cent of unmatured debt. 
The following is a breakdown of the debenture liability, with comparable bal- 
ances for the preceding year: 


March 31, 1976 March 31, 1975 


$ $ 
DEBENTURES AND NOTES OUTSTANDING AND HELD BY: 
Government of Canada 
SNELL» 2k sestet ay deca sie ahtanec Av anh S LEAKS Rk we by va See 5,189,565 ,000 4,405,481 ,000 
WN SER co femora an mihaanhing ooo Tes PeGhthisivwen owas’ 67,602,047 72,083,638 
Bere error (C MAC) sian cs to ssdesin cs se5s Met css neeeer ence dese 63,175,202 40,655,083 
Bra WEVeIOpMent LOANS 5.6 cceneaya ese ronda vv iaiatvennd seannes 4,249,094 4,544,579 
Ea CTI A ODUS 5 bain gale tgic (hae ite osiph Vow vance avnaxginesawn ce 16,820,322 17,424,519 
MCI CADIEAL WOKS) (occas cB tcgeds a seeh ede dass cb descdueacvabiet a> 83,152,272 18,971,262 
Beers Superannuation Purid fisccsas ives. dadiyecsecssa».adehgovteen 1 674,800,000 1,477,300,000 
Ontario Municipal Employees Retirement Fund ...................... 809,275,000 641,125,000 
Public—issued on behalf of Ontario Hydro ....................00000 00 2,239,952 ,000 1,710,294,000 
—issued on behalf of the Province of Ontario ................. 1 584,242,883 1,166,066,871 








11,732,833,820 9595359455952 





The total debenture liability at March 31, 1976 was payable in the following 


_ currencies: 
$ 
SR TIN ALG foyer iy carte cee NE ey, daw ener MO eMB ETE Aw sabe Iya p ian 9,330,255, 665 
ae SOLAN Sn coches) AME ne aasis vue ou cbacao (Sab daa vadad ha saa WSE DVI Soe senv ses 2,262,981 ,000 
eT SETAE! v0 620 Segal nate ye a Ona ee See eee 56,444,883 


_11,649,681,548 





The debenture indebtedness payable in United States dollars is recorded in 


_ Canadian funds at par. Of the debentures payable in United States dollars 
- $2,239,952,000 was with respect to debentures issued by the Province for the 
_ purpose of advancing funds to Ontario Hydro. For related asset see section 16. 


The balance of the indebtedness payable in United States dollars was 
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$23,029,000. At March 31, 1976 the Canadian dollar equivalent of this liability 
was $22,665,142. 


The debenture indebtedness payable in West German deutsche marks is re- 
corded in Canadian funds at the rate of exchange in effect at the time of debenture 
issue. At March 31, 1976 Treasury officials calculated the Canadian dollar equiv- 
alent of the liability payable in deutsche marks at $76,750,330, or $20,305,447 
more than the recorded liability of $56,444,883. 


28. Contingent Liabilities. Contingent liabilities totalled $5,027,075,146 at 
March 31, 1976. Details of contingent liabilities are shown in Volume | of the 
1975-76 Public Accounts, pages 41-43. 
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COMMENTS ON THE CONSOLIDATED REVENUE FUND 


29. Introductory Comments. The Statement of Consolidated Revenue Fund 
for the fiscal year ended March 31, 1976, and the related Statement of Revenue 
and Statement of Budgetary Expenditure, are contained in Volume | of the Public 
Accounts and are reproduced as Exhibits 1, 3 and 4 to this Report. 


The content of the Statement of Consolidated Revenue Fund may be sum- 
marized as follows: 




















1975-76 1974-75 
$ $ 
Source of Funds 
Debt [ransactions: proceeds less repayments” ..... 0.005 erence ce eet 2,503 ,326,094 1,179,097 846 
Application of Funds 
Pudeetary ransactions: deficit 4..cias.c.ctacsends conor cron ereeneneree san 1,479,974 ,649 546,560,736 
Mon-buceetary [ramsactions: deficit . 2.0.0... 60. ncneedesesvebenercredeess 848,611,098 758,522,760 
2,320,090, 47 1,305 083,496 
Increase (Decrease) in.Consolidated Revenue Fund ...................... 174,740,347 (125,985,650) 
Consolidated Revenue Fund: beginning of year ................:.eseeee ees 856,301,037 982,286,687 
Monsolidated Revenue Fund: end of year ........00.ccssceceseneeeeeerenees 1,031,041 ,384 856,301,037 














30. Payments into the Consolidated Revenue Fund. These payments are 
classified as Revenue (Budgetary Transactions), Receipts and Credits (Non-Bud- 
getary Transactions) and Proceeds of Loans (Debt Transactions). Revenue con- 
sists of moneys raised through taxation, premiums, fees, licences and permits, 
payments from the federal government under cost-shared programs and income 
from investments. Receipts are repayments received relative to the investment ac- 
tivities (loans, advances, etc.) of the Province, while Credits are moneys received 
for allocation to the pension fund, deposit, trust and reserve account liabilities of 
the Province. Proceeds of Loans represent the moneys received from Provincial 
debenture issues and other borrowings. 


A summary of payments into the Consolidated Revenue Fund by classifica- 
tion is as follows: 


Payments re 1975-76 1974-75 
$ $ 
SSMU nr a he i ee et 8 Sahat iting bette ennai damunraeieloias +} 9,152,266,682 8 275,048,981 
MSTA CTCONS (ois ano. Soe eons han dv edwns enon t aawan mma cus ne Za nceannes rts §55-822.0350 ALEAL CONT. 
SCHL N AGATISS Aaa Heid crt Ut aap haute abs tana Rta netiave cis eae als «2 2,586, 160,341 1,538;8227283 








12,294,249 ,053 10,538,294,941 





31. Summary of Revenue by Source. For reference purposes the following 
compares, by source, the Revenue for the 1975-76 fiscal year with that for the 
1974-75 fiscal year: 
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Increase 
1975-76 1974-75 (Decrease) 
$ $ $ 


5,205,178,671  4,953,315,976 251,862,695 


PPAR ATIOT Ee Ce Tee maniiaLdias aaa Late AE eae 
Government of Canada: 


| ‘seme “expenditure and other........... 1,929 553,549 1,516,919,414 412,634,135 
Ber ee Peete PRM ge ne paseo 572,521,648 548 095,482 24,426,166 
Interest on loans, advances and investments ........... 533,026,465 455,128,405 77,898,060 
Profits from Crown Corporations and Boards ......... 375,500,000 301,650,000 73,850,000 
Fees, JiCences anid POMS’ Aico ceca scne vekercexcavencrenee 32/,191,/39 279,085,252 48,706,506 
Panes Abid: HOT AINEE no eiees mrp edare eP ease cages epg 46 504,400 42,209,566 4,294,834 
OW AMOR (on icr tates aks crae ay far Pi eee urn na anehes Teves 40,031,204 35,017,378 4,413,826 
Do TEW MOLY 100 CANO Si car cei pric ty (alte aw ev tages ond tes 32,421,830 25,921,044 6,500,786 
Recovery of prior years. Expenditure .......scctsrces ness 24,159,453 10,830,820 13,328,633 
VAAN a7 2 See GRMN A fs Sn, Ce nO EE eR eee 21,360,885 18,294,677 3,066,208 
ReiiiDpreeitients Of OXPCHAIUTS 1. s-cvccersr verarevoniae ee 20,161,709 19,250,582 OL ia 
pales—iand and DINIGINEE OF, 3 ithe tas secss renvenwenres® 7,742,180 58,320,831 (50,578,651) 
SAL aR =e OL IOC Mo cir th seo tes Cee eT > ye 7,418,452 6,765,768 652,684 
Pir ligecloniatttese post eae ae ee eck Oo eee 2,599,868 2,502,945 96,923 
WITSCEIIALSOUIS WA cor rie tite oihe ca nana aeavernesee 6,294,610 1,140.84] 5,153,769 


9,152,266,682  8,275,048,981 877,217,701. 


32. Taxation. Tax revenue of $5,205,178,671 accounted for 56.9 per cent of 
the total revenue for the year. A breakdown by principal tax source is as fol- 
lows: 


1975-76 1974-75 
$ $ 
DEISONRLANCOMIS TAN SAU A vcr toney 2b. Spleen: «Reese ae 1 o742)35 e000) 1 445,552,199 
LAM MOOR TAN Gay suaandans heh Gifs wide sche waa N sv 'cp ac A le aE es | 327,637,412 1 568,828,591 
RSUP GC RALOS Gren sens nt Cate ce estes oe anata cee cstome seen ITER eee teeotee 1,140,039,319 891,907,759 
ROHSOUNO URN tic ay adore ROU eee tee en ee 505,098,008 493 090,700 
BID one petines co asp ihr.ditex shh atladentlt de cca Ame ds ch vs can ams aA ee 661,248,122 553,936,728 


5,205,178,671 _ 4,953,315,976 


33. Government of Canada—Reimbursements of Expenditure and 
Other. The major portion of this source of revenue consisted of recoveries of 
both current and prior years’ expenditure made by the Province under cost-sharing 
projects with the Government of Canada. The main items of recovery for the year 
from the Government of Canada were under the Hospital Insurance and Diagnos- 
tic Services Act, $848.6 million, the Canada Assistance Plan, $443.9 million, 
and the Medical Care Act, $287.6 million. 


34. Premiums. This revenue consisted of premiums received under the On- 
tario Health Insurance Plan. 


35. Interest on Loans, Advances and Investments. Interest on advances to 
Ontario Hydro amounted to $142.4 million and contributed $44.8 million to the 
Increase of $77.9 million in revenue over the preceding year. Interest on advances 
to The Ontario Education Capital Aid Corporation and The Ontario Universities 
Capital Aid Corporation contributed $84.6 million and $84.4 million, respec- 
tively, to interest revenue for the year. To a large extent the funds for these latter 
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two items were provided out of the expenditure appropriations of the Province, as 
explained in section 17. Interest on Time Deposits amounted to $51.2 million for 
the year. 


36. Profits from Crown Corporations and Boards. Revenue transferred to 
the Consolidated Revenue Fund during the year from the profits of the Liquor 
Control Board of Ontario amounted to $333.5 million. 


Ontario Lottery proceeds paid into the Consolidated Revenue Fund in accor- 
dance with section 9 of The Ontario Lottery Corporation Act, 1974 totalled $42 
million. Section 9 of the Act further provides that such profits **be available for 
the promotion and development of physical fitness, sports, recreational and cul- 
tural activities and facilities therefor’’. During the year ended March 31, 1976, 
payments by the Ministry of Culture and Recreation in the form of grants for proj- 
ects, facilities and events amounted to $3.4 million. See statement of *‘Ontario 
Lottery Proceeds’’ on page 49 of Volume | of the 1975-76 Public Accounts. 


37. Fees, Licences and Permits. Vehicle, driver and other fees, licences and 
permits of the Ministry of Transportation and Communications amounted to 
$248.4 million, and accounted for 75.8 per cent of the total revenue in this cate- 
gory. 


38. Fines and Penalties. This revenue source consisted mainly of fines and 
penalties levied by the Criminal Division of Provincial Courts. These totalled 
$44.8 million for the year. 


39. Royalties. Revenue under this heading included timber stumpage charges, 
$23.5 million, charges for water power used in generating energy, $12.7 million, 
and timber management and forest protection charges, $2.6 million. 


40. Utility Service Charges. This category represented payments received by 
the Ministry of the Environment from municipalities and others with respect to the 
operation of water treatment and waste control facilities. 


41. Recovery of Prior Years’ Expenditure. This category consisted of all re- 
coveries of prior years’ expenditure with the exception of recoveries related to 
prior years’ expenditure made by the Province on behalf of others. The increase of 
$13.3 million in revenue over the preceding year was accounted for mainly by a 
change in accounting procedure whereby hospital and medical subrogation re- 
coveries of $9.8 million under the Ontario Health Insurance Plan were recorded as 
revenue rather than as refunds of current expenditure in the statement of expendi- 
ture as had been the practice in prior years. 


42. Facilities. Revenue under this heading included patients’ and other mainte- 
nance, $10.9 million, service centre rentals, $3.7 million, and property rentals, 
$2.1 million. 
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43. Reimbursements of Expenditure. This revenue source consisted of re- 
coveries of both current and prior years’ expenditure made by the Province on be- 
half of others, excluding the Government of Canada. Included was $4 million re- 


covered by the Ministry of Community and Social Services through court mainte-_ 


nance orders. In previous years, these moneys had been recorded as a refund of 
current year expenditure in the Ministry’s statement of expenditure. 


44. Sales—Land and Buildings. Revenue from the sale of surplus land and 
buildings has been shown under this heading. The total of this category was con- 
siderably less in 1975-76 since in the prior year revenue included proceeds from 
sales to the Ontario Land Corporation in the amount of $54.2 million. 


45. Sales—Other. Industrial sales by correctional institutions of $1.9 million, 
and sales of souvenirs and merchandise of $1.5 million by the Ministry of Natural 
Resources Were the principal items included in this category. 


46. Public Domain. This revenue was derived from the leasing and licensing | 


of Crown lands, gas and mining leases, etc. 


47. Miscellaneous. Revenue included under this heading consisted of items | 


that did not conform to the criteria requirements for inclusion under any of the 


other categories. The principal items contributing to an increase of $5.1 million in © 


this category over 1974-75 were the closing out of the unclaimed vacation-with- 
pay trust account, $2.3 million, and the excess of recoveries over expenditures for 
computer services supplied by the Ministry of Government Services, $1.5 mil- 
lion, 


The miscellaneous revenue category included an amount of $59,718 shown | 
in the revenue statement of the Ministry of Transportation and Communications, | 
page 386 of Volume | of the Public Accounts, and identified as ‘‘Federal Sales | 
Tax collections to be remitted’’. This item was a liability of the Province at March | 
31, 1976 and should have been reflected as such, rather than as revenue, in the — 


1975-76 Public Accounts. 


48. Receipts and Credits. Receipts and Credits totalling $555,822,030 for the © 
1975-76 fiscal year are shown on pages 14-15 and 18-20 of Volume 1 of the Pub- » 


lic Accounts. Comments with respect to many of the receipt and credit items are 


contained in the Comments on Assets and Liabilities sections (13-28) of this Re- | 


port. 


49. Proceeds of Loans. Proceeds of loans totalling $2,586,160,341 for the 
1975-76 fiscal year are shown on pages 24-25 of Volume 1 of the Public Ac- : 
counts. These moneys resulted mainly from the issue of straight term and serial» 


Ontario debentures maturing in the years 1995 to 2016. 


50. Payments out of the Consolidated Revenue Fund. These payments are of © 
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two major types: those pursuant to Estimates, including Supplementary Esti- 
mates, approved by the Legislative Assembly, and those pursuant to the provi- 
sions of various statutes. The former are termed payments from Voted Appropria- 
tions while the latter are termed payments from Statutory Appropriations. Voted 
Appropriations, which are formalized annually by legislation cited as The Supply 


_ Act, may be augmented by Management Board Orders. The nature of Manage- 


ment Board Orders ts more fully explained in section 127. 


A third type of payment out of the Consolidated Revenue Fund is that pursu- 
ant to delegated authority in the form of Special Warrants. The nature of this au- 


thority is more fully explained in section 128. 


Voted Appropriations are classified as either Expenditure (Budgetary Trans- 


_actions) or Disbursements and Charges (Non-Budgetary Transactions). Expendi- 
ture relates to operational activities and includes payments for goods and services, 


| 


! 


eee ee ee EE a 


a 


es 


| 
| 


) 


salaries, interest on public debt, subsidies and grants, and acquisition or construc- 
tion of fixed assets. Disbursements are payments made in respect of investments, 
loans and advances, while Charges are payments made from pension funds, de- 
posit, trust and reserve accounts. 


Statutory Appropriations are also classified as Expenditure and as Disburse- 


ments and Charges. An additional classification is Repayments of Loans. These 
payments are in respect of the debt obligations of the Province. 


Special Warrants, like Voted Appropriations, are classified as either Expen- 
diture or Disbursements and Charges. 


A summary of the payments out of the Consolidated Revenue Fund by type 


_and classification is as follows: 


Payments re 1975-76 1974-75 
$ $ 
Voted Appropriations: 
Per Legislative Assembly 
a TReRe NOUNS eee cies eee as Ga. ohh Cana ERG kia a nikon Iecld ce 28 9 388,023,659 7,850,628 ,349 
SPISENIESCMNCIICS AI CeO OOS oy. 9or ss ty rn teres peak fence onan at apgan > ater 467,449,269 417,985,421 





9.855.472,928  8,268,613,770 





Per Management Board Orders 




















RPRRAEL RO ca nates erat PtSi on Grae shine) wel Oana y 254,487,787 198,441,277 
ee SUnceTenis aNd © DarOGs syngas putas cate dhe ressesachacdaede sss 10,542,096 13,826,000 
265 ,029 ,883 212 201,217 

Peta Ole ADDTOPLAHONS oo tiv eicds alee ise ssn cerrneaee ceed nceine 10,120,502,811 8,480,881 ,047 
Statutory Appropriations: 

SERENE ate tee aot area esi AMG eve ceo hagas eee NRA Aghios Tenad eyed 989 636,935 772,540,091 

Dee iCne ICES ANG Charges ion. cgaes dasha ssateesa rorinesy te esta nee oF 926,441,763 1,051,135,016 

eemayimentetoe (ane) 19e.4 gh gan case> vi fossa ara etnias anmneeenee ore 82,834,247 _ 359,724,437 

ital Statutory AppropriatiOns 4.2: . sho vs+.- dc, ivy evges Beak seas se 1,998,912,945 —_ 2,183,399,544 
Special Warrants: 

NN iis pha cc dure 09 on Sw xgng saa vNd Rad wiped dn aaa 29 92,950 

Disbursements and Charges. ....0.0.:0..esceeseceergs vere ereetvacnss 

BU ATES DO CIALLW ATTAIN wh 7 op secese PN. conan k vilkdae emer grins erane>s” 92,950 





bal Pa VIICICS so nats mis wa hata csok xo n'ee nae r Obama ccin.s vhs 12,119,508,706 10,664,280,591 
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51. Incidence of Statutory Appropriations. During the year 1975-76 pay- 
ments relative to Statutory Appropriations constituted approximately 16.5 per 
cent of the total payments out of the Consolidated Revenue Fund. Comparative 
percentages for the 1974-75 and 1973-74 years were 20.4 and 17.6 respectively. 


The 1975-76 statutory payment activity is summarized in Exhibit 7. As was 
indicated in last year’s Report (section 51), in our opinion many of the payments 
therein could be brought under the annual control of the Legislative Assembly and 
related to Voted Appropriations rather than Statutory Appropriations. Precedent 
for such action has already been established. For example, disbursements under 
The Ontario Housing Corporation Act, shown as $56,047,319 on page 139 of 
Volume | of the 1975-76 Public Accounts, could be classified as statutory under 
the provisions of The Ontario Housing Corporation Act. Instead, however, they 
were paid out of funds appropriated by the Legislature. 


Similar action could be taken with respect to many other payments classified 
as statutory. For example, disbursements to The Ontario Education Capital Aid 
Corporation, The Ontario Universities Capital Aid Corporation and The Ontario 
Municipal Improvement Corporation for development loan activity could, we 
feel, be voted by the Legislature as could disbursements to Ontario Development 
Corporation, Northern Ontario Development Corporation and Eastern Ontario 
Development Corporation for term loan activity. In 1975-76 disbursements for 
development loan activity and for term loan activity totalled $148,561,630 and 
$50,748,424 respectively. 


52. Comparison of Authorized and Actual Payments—Voted Appropria- 
tions. This comparison for the fiscal year ended March 31, 1976 is as follows: 


Actual 
Under (Over) 
Authorized Actual Authorized 
$ $ $ 
Voted Appropriations 
Per Legislative Assembly 

Expenditure Be tia Tne ae eer ee Meee 9,630,514,600  9,388,023,659 242,490,941 — 
Disbursements and Charges ...................... 522,763,400 467 ,449 269 53,314,199 





10,153,278,000  9,855,472,928 297,805,072 





Per Management Board Orders 











EA De MGIC 2 cect acuanltea 3 siiaen fae eh One 279,055,005 254,487,787 24,567,218 
Disbursements and Charges ...................... 10,850,000 10,542,096 307,904 
289,905,005 265 ,029 883 24,875,122 

Total Voted Appropriations .............. 10,443,183,005 10,120,502,811 322,680,194 








7 It will be noted that the amount of $10,153,278,000 appropriated by the Le- 
gislative Assembly in itself exceeded the total actual payments of 
$10,120,502,811. This excess was in the amount of $32,775,189. Where individ- 
ual votes and items were of insufficient amount, funds in excess of those autho- 


rized by the Legislative Assembly were made available under the authority of 
Management Board Orders. 
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53. Expenditure. Expenditure may be summarized as follows: 
Expenditure re 1975-76 1974-75 
$ $ 
Voted Appropriations: 
Bere I SIAL VC PS SCETIDIY © ta rent tiiehin sha eQce tiles vetabiee Pati viet etioile o 4% 9,388,023 ,659 7,850,628 ,349 
Pemhanavement BOard Orders 26 onus Avsdecceat deuWances ohehene dese. 254,487,787 198,441,277 
9,642,511,446 8,049 069,626 
SLOT Vrs OP LOUTIAUONS a. Pannier anne ale hin eine wed «ie sialbeaskeegeetess 989,636,935 772,540,091 
ee ANNES ath et Fale tance dite as ons ES Hn tea cbieele ens Bales 92,950 
ME SGAN REN IVOINO TUL Dele ta ts Srvln yes wes ox hcg Mae aaa RSs 10,632,241 ,331 8,821 ,609,717 








54. Summary of Expenditure by Ministry. 


The following summary com- 


pares, by Ministry, the Expenditure for the 1975-76 fiscal year with that for the 
1974-75 fiscal year. The Expenditure for 1974-75 has been restated, where neces- 


sary, to reflect the 1975-76 transfer of functions between Ministries. 


By way of additional information, a monthly breakdown of expenditure by 


Ministry is presented as Exhibit 5 to this Report. 





Increase 
Ministry 1975-76 1974-75 (Decrease) 
$ $ $ 
mrrice or the Licutenant Governor ...2....22...5....50 93,092 63,119 29,973 
Ber IE ASSEINIOLY | his cu cigs ca vd kk ema poled ow pale 30,090,520 8,155,940 21,934,580 
PERSE MICE TENINCT & csikavcccesbteeesvos fees cee sdaene ss 1,365,052 1,270,972 94,080 
TPES go ee on 1,179,940 1,212,824 (32,884) 
Beemacement Board of Cabinet .125..:.500cip ere ees sees 7,507,287 6,659,027 848 ,260 
miticeor Provincial AUGIOL | ic cexdxs cnet, danader savas 1,544,261 1335348 208 ,943 
BIS WG CHINIDUMGSINAN | 35:05:62 ¢nenee Cars onsersrgne ace tins 1,297,044 — 1,297,044 
MEMES TIL CTNACES 4. oh hcn doscct besa Sih. gees te lesns es 288,388,813 269 238,043 19.150,770 
BIOUSING. «22. v..-: Ee ey er Tre Tere 191,730,424 70,616,684 121,113,740 
OM es ok ca ddhaGnaxhas sucka aeabaiapesnnesteds 172,995 ,073 122,988,643 50,006,430 
Treasury, Economics and 

imercovernmental Affairs” iits.sccs. nn Whidecsnse ss 1,289,875,097 1,034,908 ,966 254,966,131 
Ue ai eter hata cleg amis ii segie 353,200 291,623 61,577 
IRE TICE AN Got ge cet akon reas hoe Lag ea shes pes eas 100,491,692 85,324,537 | Be ok Ko 6! leo) 
Consumer and Commercial Relations .................. 43,337,457 35,056,222 8,281,235 
ETE USNS 1 ot aan ae aT ge ee 1225355. 519 102,324,844 20,013,975 
BR IOCOCLAL Gira) a cecusn ahs snaiiiesacs6 tee tuswar i nrkaars 128,018,608 105,480,297 22,330,514 
meeoutces Development Policy .........0¢se0000..005-> 1,290,629 oi oH DEM He) 758,914 
ee GANG FOOD 95 ad ie ans fad devises taswesawennah 151,787,711 112,763,448 39,024,263 
IM csc kesle ey ne sedan Fat caneaueh Wawa tte co 3,480,519 2,462,024 1,018,495 
TIAL Gis. oda yb cde on Nees Noa ee etew oat Pe aeS 82,956,640 57,741,592 25,215,048 
ered A OULIRIY elicaicy tap sclranpickcwienaemen's veen> evo BO) PS 1057 36,794,479 13,356:378 
RE nee ied MIN Fors teas hath sR EE AES Ps 16,609,626 14,183,339 2,426,287 
MIE SOIT CAG coos Aon UC elintnidswss en akan ete ebics 207,981,417 184,692,338 23,289,079 
Transportation and Communications ..................+. 964,207,211 811,719,954 152,487,257 
Meera Development Poly evs sens ceri iad ccasmavt anda one 1,490,842 1,266,654 224,188 
be ees NO UDIVEPSItIES o 6,05. coats cctec es lets eeaeehoness 1,019,134,305 878,386,059 140,748,246 
Bommunity and Social Services: .....2..5....c00se.cenees 881,473,684 674,094,578 207,379, 106 
BETO RECTCAUON (ans. csaaheaiewseonnacs¥peae anemia 108,855,803 74,268,167 34,587,636 
(CSE Fey ee lll de pac a ace Age en 5 1975-659, 142-1598 5379,101 177,280,041 
RST ENE, ALN Pe. cn Atk Satan sta Gedon tie beb ae 2°986,556,306 2,529,399,210 AST 11 loo 
10,632,241,331  8,821,609,717 1,810,631,614 








55. Office of the Lieutenant Governor ... Office of the Ombudsman. 
Salaries and Wages and Employee Benefits constituted the main expenditure for 
the Office of the Lieutenant Governor, Office of the Premier, Cabinet Office, 
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Management Board of Cabinet and Office of Provincial Auditor. 


Expenditure under The Election Act, $10.8 million, contribution to the 
Legislative Assembly Retirement Allowances Account, $7.9 million, and expen- 
diture by the Commission on Election Contributions and Expenses, $1.6 million, 
contributed to the increase in expenditure of $21.9 million over that of the pre- 
vious year for the Office of the Assembly. 


56. Government Services. The Provision of Accommodation Program was the 
major expenditure of the Ministry. This program provided accommodation for 
ministries and agencies of the Ontario Government. Expenditure on the program 
totalled $170.7 million for 1975-76. 


57. Housing. The main areas of expenditure for the year were the Home 
Buyers Grant Program, $85.6 million, and the Housing Development Program, 
$62.2 million. The Home Buyers Grant Program, new in 1975-76, was intro- 
duced to provide grants to first-time buyers of new and existing housing to facili- 
tate home ownership, and contributed to the substantial increase in the Ministry’s 
1975-76 expenditure over that of the previous year. Expenditure for the Home 
Buyers Grant Program was recorded by the Ministry of Housing while the admin- 
istration of the Program was handled by the Ministry of Revenue. 


58. Revenue. An increase in expenditure of $44.6 million under the Guaran- 
teed Income and Tax Credit Program accounted for most of the $50 million in- 
crease in the Ministry’s 1975-76 expenditure. This program included payments to 
provide a basic level of income security for senior citizens resident in Ontario. 


59. Treasury, Economics and Intergovernmental Affairs. Public Debt inter- 
est payments on securities issued and other borrowings constituted the principal 
component of expenditure and amounted to $866.7 million in 1975-76. This was 
an increase of $178.5 million over the previous year which, together with in- 
creases in grants and payments under the Tax Reform Program of $50.1 million 
and in expenditure under the Urban and Regional Affairs Program of $28.5 mil- 


lion, accounted for the major portion of the Ministry’s total net increase for the 
year. 


60. Justice Policy. Increases in expenditure on Salaries and Wages and on Ser- 


vices accounted for most of the increase in Ministry expenditure from that of the 
previous year. 


61. Attorney General. The Courts Administration Program, which provided 
for the management of civil and criminal courts in Ontario, expended a total of 
$54.6 million during 1975-76. This was 54 per cent of the Ministry’s expenditure 


for the year and accounted for $8.5 million of the increase in expenditure over that 
of the preceding year. 


t 
| 
| 
' 





| 


CONSOLIDATED REVENUE FUND—COMMENTS 45 


| 62. Consumer and Commercial Relations. The Commercial Standards Pro- 


| gram and Property Rights Program were the main areas of expenditure, totalling 
~ $10.8 million and $13 million, respectively, for 1975-76. The Commercial Stan- 


dards Program consisted of activities that provided for the regulation of financial 


| and commercial affairs. The Property Rights Program involved the registration of 
- interests in real property and other related activities. 


The Liquor Licence Program with expenditure of $1.3 million, and the Rent 


- Review Program with expenditure of $2.3 million were Statutory programs intro- 


duced in 1975-76. The Liquor Licence Act, 1975, section 2(9), provided that the 


_ moneys required for the Liquor Licence Board be paid out of the Consolidated 


Revenue Fund until April 1, 1976. The administration of The Residential 


- Premises Rent Review Act, 1975, which was the Statutory authority for the Rent 
_ Review Program, was transferred from the Minister of Housing to the Minister of 


Consumer and Commercial Relations, effective February 2, 1976 under authority 
of Order in Council 294/76. All of the 1975-76 expenses of the program have 
been included in the expenditure of the Ministry of Consumer and Commercial 


~ Relations. 


63. Correctional Services. The main areas of expenditure for the year were 
the programs for the Rehabilitation of Adult Offenders, $80.5 million, and for the 


- Rehabilitation of Juveniles, $34.5 million. These programs accounted for $18.9 


million of the $20 million increase for the year. 


These programs consisted of activities supplying administrative, care, treat- 


_ ment and training services for the rehabilitation of adult offenders and juveniles. 


64. Solicitor General. The Ministry’s Ontario Provincial Police programs of 
Criminal and General Law Enforcement and Traffic Law Enforcement had expen- 
diture of $57.2 million and $50.1 million, respectively, for 1975-76. These pro- 


- grams accounted for $19.6 million of the $22.5 million increase in the Ministry’s 
expenditure over the preceding year. 


65. Resources Development Policy. Expenditure for the Commission on 


_ Hydro Long Range Planning accounted for most of the increase in expenditure 
_ over that of the preceding year. 


66. Agriculture and Food. Transfer payments totalled $95.7 million, an in- 


crease of $31.6 million over the previous year. The transfer payments included 
~ $32.5 million under the Farm Tax Reduction Program, $24 million for Farm In- 


come Stabilization, and $15 million in Grants for Capital Purposes in Farm De- 


_ velopment. 


67. Energy. The main ara of expenditure were Salaries and Wages and Ser- 
vices which, in aggregate, accounted for most of the increase in expenditure for 
the year. 
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68. Environment. Expenditure on the Environmental Control Program totalled 
$52.4 million, and accounted for most of the net increase in the Ministry’s expen- 


diture over the previous year. 


The objects of the Environmental Control Program were to ensure that all 
contaminants emitted into the environment were within Ministry standards, to en- 
courage the installation of pollution abatement equipment, and to provide for the 
development and management of sewage and water treatment plants. 


69. Industry and Tourism. An increase of $3.8 million in loan forgiveness 
and guarantees and the write-off of Term Loans in the amount of $9 million under 
the Industrial Incentives and Development Program, accounted for $12.8 million 
of the net increase in expenditure by the Ministry over the preceding year. 


The Public Accounts Statement of Expenditure for the Ministry indicates a 
credit balance of $24,579 for supplies and equipment in Vote 2007-2, Adminis- 
tration Program, Financial and Office Services. 


We understand that the Ministry has in some instances temporarily accumu- 
lated expenditure in certain standard account classifications pending the recovery 
of such costs from other Ministries and branches. Some imprecision in the alloca- 
tion of the recovered expenditure resulted in the above-mentioned credit bal- 
ance. 


70. Labour. Salaries and Wages constituted the main expenditure and ac- 
counted for most of the aggregate net increase in expenditure by the Ministry over 
the preceding year. 


71. Natural Resources. Salaries and Wages were the principal type of expen- 
diture and accounted for most of the aggregate net increase in the Ministry’s ex- 
penditure for the year. 


72. Transportation and Communications. The principal areas of expenditure 
in 1975-76 were the Provincial Roads Program, $435.3 million, the Municipal 
Roads Program, $288.2 million, and the Municipal Transit Program, $139.8 mil- 
lion. These programs included construction and maintenance of the Provincial 


road network and assistance to municipalities for municipal roads and urban tran- 
sit systems. 


| Transfer payments to municipalities and others amounted to $466.8 million, 
an increase of $130.4 million over the preceding year. 


The Public Accounts Statement of Expenditure for the Ministry indicates a 


credit balance of $7,824 for services in Vote 2306-3, Air Program, Mainte- 
nance. 


We understand that, for recording convenience, the Ministry has in some in- 
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stances temporarily accumulated expenditure in certain standard account classifi- 
cations. Periodically an accounting determination is made and such expenditure is 
re-allocated to other standard account classifications. Some imprecision in this re- 
allocation resulted in the above-mentioned credit balance. 


We are advised that the Ministry will be altering its recording practices to 
preclude similar occurrences in the future. 


73. Social Development Policy. Salaries and Wages and Employee Benefits 
represented 53.3 per cent of the expenditure for the year and accounted for most 
of the increase in expenditure over that of the previous year. 


74. Colleges and Universities. Transfer payments totalled $1,005.3 million 
and represented 98.6 per cent of the Ministry’s expenditure which was concen- 
trated mainly in the University Support Program and the Colleges and Adult Edu- 
cation Support Program. Grants for Universities and related organizations 
amounted to $650.1 million, while grants for Colleges of Applied Arts and Tech- 
nology and other organizations amounted to $301.1 million. 


75. Community and Social Services. Transfer payments amounted to $732.2 
million in 1975-76 and accounted for most of the net aggregate increase in the 
Ministry’s expenditure over that of the preceding year. Transfer payments under 
the Income Maintenance Program totalled $470.5 million and under the Social 
and Institutional Services Program, $243.4 million. 


76. Culture and Recreation. Transfer payments totalled $84 million and con- 
stituted 77.1 per cent of the Ministry’s expenditure in 1975-76. The principal area 
of expenditure was under the Arts Support Program which provided support for 
cultural activities, agencies and institutions. Transfer payments under this pro- 
gram amounted to $35 million. 


77, Education. The School Business and Finance activity under the Education 
Development and Administration Program again was the main area of expendi- 
ture, and accounted for $1,576 million of the total expenditure of $1,775.6 mul- 
lion for the year. 


Transfer payments, which represented 96.6 per cent of the Ministry's expen- 
diture in 1975-76, included an increase of $244.2 million in General Legislative 
Grants. 


The Public Accounts Statement of Expenditure for the Ministry indicates a 
credit balance of $9,143 for supplies and equipment in Vote 2801-9, Ministry Ad- 
ministration Program, Management Services. We understand that, for recording 
convenience, the Ministry has in some instances temporarily accumulated expen- 
diture in certain standard account classifications. Periodically an accounting de- 
termination is made and such expenditure is re-allocated to other standard account 
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classifications. Some imprecision in this re-allocation resulted in the above-men- 
tioned credit balance. 


The Ministry’s expenditure of $1,775.6 million was 16.7 per cent of the total 
expenditure of the Province for the year. 


Expenditure on education by both the Ministry of Education and the Ministry 
of Colleges and Universities amounted to $2,794.8 million, or 26.3 per cent of 
the total expenditure of the Province for the year. The comparable figures for the 
preceding year, as restated, were $2,476.7 million and 28.1 per cent. 


78. Health. The Treatment and Rehabilitation Program accounted for $2,855.2 
million of the total expenditure of $2,986.5 million. Expenditure under this pro- 
gram included $1,600.7 million for the operation of hospitals and related facilities 
and $742.1 million for care provided by physicians and practitioners under the 
Ontario Health Insurance Plan. These payments increased by $228.1 million and 
$92.4 million respectively in 1975-76, accounting for 70.1 per cent of the in- 
crease in the Ministry’s expenditure for the year. 


The Ministry's expenditure of $2,986.5 million was 28.1 per cent of the total 
expenditure of the Province for the year. Comparable figures for the preceding 
year, as restated, were $2,529.4 million and 28.7 per cent. 


79. Disbursements and Charges. Disbursements and Charges may be sum- 
marized as follows: 


Disbursements and Charges re 1975-76 1974-75 





$ $ 
Voted Appropriations 
Per Legistativevaccembl yaa ts icccie ect. eee ee ee ee 467,449,269 417,985,421 
Per Management Board Orders |, - siti. )o.<, een RA &. 10,542,096 13,826,000 
rf 477,991,365 431,811,421 
SIAUMLOTYEADPLOPallons wal aeatucy er vac ee 926,441,763 1,051,135,016 





1,404 433,128 1,482,946 ,437 








Details of Disbursements and Charges are shown on pages 16-17 and 21-23 
of Volume | of the 1975-76 Public Accounts. Comments with respect to many of 


the disbursement and charge items are contained in the Comments on Assets and 
Liabilities sections (13-28) of this Report. 


80. Repayments of Loans. Repayments of loans totalling $82,834,247 for the 
1975-76 fiscal year are shown on pages 26-27 of Volume | of the Public Ac- 
counts. These repayments relate to the redemption of Ontario debentures. 
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COMMENTS ON REVENUE AND EXPENDITURE TRANSACTIONS 


81. Introductory Comments. Most of the comments contained in this seg- 
ment of the Report relate to Revenue and Expenditure transactions. Some, how- 
ever, are relevant to other types of payments into, and payments out of, the Con- 
solidated Revenue Fund which are described in sections 30 and 50—Receipts and 
Credits, Disbursements and Charges, etc. The caption, ‘‘Comments on Revenue 
and Expenditure Transactions’’ has been selected for simplicity of reference. The 
audits on which the comments are based were completed since the date of our last 
Report and are listed in Exhibit 9. The audit of revenue and expenditure at the var- 
ious Ministries and Institutions included a general review of accounting proce- 
dures and such tests of accounting records and other supporting evidence as were 
considered necessary in the circumstances. 


82. Audit of Revenue. Our audit activity is mainly devoted to the verification 
of revenue transactions and the review of related internal controls. Considerable 
stress is placed on determining whether there is full compliance with existing Stat- 
utes and Regulations, and on the review of procedures established within each 
Ministry for the verification and reconciliation of its revenue. 


During the year we continued our emphasis on the major revenue-producing 
areas of the Government. Taxation revenue, for example, amounted to over $5.2 
billion or 56.9 per cent of the total revenue for the year (see section 32). Accord- 
ingly, an audit team is located at the Ministry of Revenue to perform a continuous 
audit of taxation revenue. Similarly, our Office maintains a separate group of au- 
ditors whose function is the review of claims on the Government of Canada which 
arise from contributory or cost-sharing agreements and programs. 


83. Audit of Expenditure. The audit of expenditure was conducted under the 
following main classifications—Transfer Payments; Acquisition/Construction of 
Physical Assets; and Administrative Expenditure. Under these classifications the 
expenditure for the year, as shown on page 56 of Volume | of the 1975-76 Public 
Accounts, may be summarized as follows: 





$ Jo 
LTD MA Tuan ane ie OP seat eat Senn oc a er 7,608,278, 159 71.6 
eecuisition/Construction of Physical Assets: .eicivelts isc ciseeteraseseesideaces 346,230,383 343 
Administrative Expenditure 
Rares CMe AINT™ VV ACG ea teal a te hs ye CEE Naat oO ena ad aren eee ras re ees 1 087,400,837 10:2 
Other Transactions 
—includes public debt expenditure (interest on debentures, 

SYK We hat eT onl eps RAN ea to ee np aye aD 934,804,983 8.8 
“EEA TOSE ig san 49 Pa ae CREA We ob Clerk tia 4% ar ab i onan Rati DOR ae 302,447,201 2.8 
Bmores ahd Wonininent. -oek cc tee hoa sc ar teal ieee oe does 229,694,106 Dae): 
TION ES: DONCLIS Ts stata ene ees ene CA oman ie ER ees cons 148,207,639 1.4 
Pe anspcr Avion: ald {oOnunUniCallOl.e aan cele cree eee ees ee rand ees 78,449,277 a 

LO 35. 52,083 
Less: Recoveries from other Activities, Ministries, etc. ............0.0cccceeee ees 103,271,254 _ (9) 





10,632,241 ,331 100.0 
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Audits undertaken by the Provincial Auditor are financially oriented, and are 
primarily concerned with accounting accuracy and compliance. Nevertheless, as 
the material contained in subsequent sections of this Report will indicate, we have 
not restricted our activities to a financial audit. It is important to note, however, 
that our non-financial or operational audit involvement is somewhat restricted in 
that 71.6 per cent of the Province’s expenditure on budgetary transactions is in the 
form of transfer payments. 


TRANSFER PAYMENTS represent expenditure made to individuals, organiza- 
tions and other levels of government and for which the Ontario Government does 
not directly receive goods or services. Such expenditure is made in accordance 
with legislation or established Ministerial rules. 


Our audit of transfer payments essentially concerns itself with the authoriza- 
tion, calculation and payment procedures in the Ministries, and involves, in par- 
ticular, an assessment of the applicable legal and administrative framework. The 
disposition of funds received in the form of transfer payments is made by the re- 
cipient individual, organization or other government body. Therefore, in most 
cases, an assessment of relative economy, efficiency and effectiveness is consid- 
ered beyond the purview of this Office. 


Organizations and government bodies in receipt of transfer payments are 
usually subject to review by other auditors such as public accounting firms. Gen- 
erally speaking, the paying Ministry, as a condition of payment, requires the re- 
cipient to periodically submit audited financial statements. In some cases, also, 
internal audit or similarly functioning groups within the Ministries may visit re- 
cipient organizations and government bodies for the purpose of reviewing their fi- 
nancial records. 


In 1975-76 over $5.4 billion, or more than 71 per cent of the total transfer 
payments, was expended by three Ministries. A summary of the payments by the 
three Ministries, including identification of major categories, is as follows: 


MINISTRY CATEGORY AMOUNT 
$ 
Colleges and Universities Grants for Universities and Related Organizations .......... 650,118,099 
Grants for Colleges of Applied Arts and Technology ....... 301,175,767 
Other tratistier paynients:. cis .aves ove pee ae ee cee 54,082,427 


1 005,376,293 











Education General Legislative Grants... enn eee 1 574,827,526 
Payments to Teachers’ Superannuation Commission, 

CNG i's wea niint 19 Ye san a Ruin n danas ae ee 127,510,479 

Other transfer payments «. cs. oce seas a) Ue ee 13,818,281 

1,716,156,286 

Health Operation of hospitals and related facilities ................... 1,600,728 ,787 

Payments re physicians’ and practitioners’ services 
Under QHIUP vita stivs: wesanece ta sae aa 742,107,172 
Other transfer paymients:..iesiciccassi trae eee 401,608 ,606 





2,744,444,565 
Total 5,465,977, 144 











| 
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ACQUISITION/CONSTRUCTION OF PHYSICAL ASSETS includes all costs of ac- 
quisition and construction by contract of new and used buildings and engineering 
structures. Also included in this category is the cost of acquisition of land. Our 
audit of acquisition/construction of physical assets includes the examination of 
relevant contract records, procedures for awarding contracts and purchasing pro- 
cedures. Asset records of projects, both under construction and completed, are 
also examined. 


As previously indicated in section 10, the acquisition/construction of physi- 
cal assets account does not include the cost of work performed by the Province’s 
own labour force which contributes to new capital formation such as new build- 
ings, engineering structures, etc., nor does it include the cost of materials and ser- 
vices provided by the Province for use by contractors on new capital formation 
projects. These expenditures, which totalled in excess of $82 million for the year 
ended March 31, 1976, were charged to the administrative expenditure category 
and were included in the appropriate accounts classification—salaries and wages, 
services, etc. 


ADMINISTRATIVE EXPENDITURE, as indicated in the foregoing summary, is 
identified by sub-categories, the content of which is largely self-explanatory. 
However, a more detailed description of the type of expenditure included in each 
sub-category is contained on pages 7-8 of Volume | of the 1975-76 Public Ac- 
counts. Our audit of administrative expenditure includes an evaluation of the in- 
ternal control over expenditure processing, and a review of inventory controls and 
purchasing procedures. 


RECOVERIES FROM OTHER ACTIVITIES, MINISTRIES ETC., relate mainly to 
costs incurred on behalf of other Ministries by certain Ministries as, for example, 
by the Ministry of Government Services with respect to the provision of printing 
and stationery services. The incurring Ministry subsequently effects recovery by 
transferring the costs involved to the benefiting Ministry. For Public Accounts 
presentation purposes, these recoveries are not netted against the particular expen- 
diture category or sub-category (e.g. salaries and wages, services, etc.) but are 
deducted in total from aggregate expenditure. 


84. Audit Memoranda. Memoranda on the various audits and examinations 
performed during the year were submitted to the Deputy Minister of each Ministry 
concerned. Observations and comments were made on matters noted during the 


conduct of the audits. Included in the memoranda were recommendations and 
_ Suggestions for improvement in internal controls and general efficiency of the ac- 


counting process. The Deputy Ministers were asked to review the memoranda and 


_ to forward their comments on our findings and recommendations. This procedure 
_ provides each Ministry with an opportunity to question the position taken by this 
_ Office or to initiate immediate corrective action. 
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Matters which were raised in memoranda covering these audits, and which, 
in our considered opinion, should be brought to the attention of the Legislative 
Assembly, are included in subsequent sections of this Report. Not all of the sub- 
sequent content is of a critical nature; many of our comments are for informative 
purposes only. For the most part the caption of the section will indicate whether 
the content is of a critical or informative nature. 


Pertinent replies received from the Ministries to the time of completion of 
this Report have been included without further comment by this Office, but will 
be reviewed during subsequent audits of the respective Ministries. 


85. Suggested Corrective Action and Other Recommendations Contained in 
the Provincial Auditor’s Previous Reports. It is our practice to follow up on 
suggested corrective action and recommendations at the time of our next audit of 
the applicable revenue or expenditure area. The status of suggested corrective ac- 
tion and recommendations contained in our 1974-75 Report is indicated in Exhibit 
11 to this Report. 


86. Court Costs Paid but Not Remitted to the Province, Ministry of the At- 
torney General. In our 1974-75 Report (section 86) we made reference to a re- 
port of the Ministry's Management Audit Branch wherein it was indicated that a 
Windsor court did not differentiate between the original fine assessed and costs 
incurred on municipal by-law convictions. It was observed that as a result of the 
non-separation of fines and costs in this court, the municipalities were receiving 
the costs levied by the court in addition to the fines assessed under the municipal 
by-law. 


The Ministry responded to this comment on July 11, 1975 and stated that: 


‘This same set of circumstances exists in Ottawa. Section 4 of The Adminis- 
tration of Justice Act, R.S.O. 1970, specifies that all such fines are payable 
to the Municipalities. We can find no authority which would enable the Min- 
istry to instruct the courts otherwise.”’ 


A subsequent Management Audit Report dated September 9, 1975 indicated 
that this situation remained unchanged and suggested that a cost-sharing policy 
relative to municipal by-law penalties should be developed so that additional costs 


of processing by-law charges reflected in the increased penalties at the various 
Stages might be recovered. 


We are advised that costs relative to by-law convictions in the Provincial 
Courts at Toronto, Hamilton and London are paid in full or in part to Ontario. 
Some inconsistency is therefore evident respecting entitlement to costs in the case 
of municipal by-law infractions. We concur with the suggestion contained in the 
Management Audit Report, and feel the Ministry should take appropriate action. 


The above comments were included in our memorandum dated April 14, 
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1976 to the Ministry. As at the date of this Report, September 30, 1976, no re- 
sponse had been received. We are, therefore, unable to present the Ministry’s 
views in the matter. 


87. Unpaid Fines Imposed by Provincial Courts, Ministry of the Attorney 
General. Further to comments contained in our 1974-75 Report (section 88), 
statistical records prepared by the Management Audit Branch from the monthly 
returns submitted by each court indicated that the total unpaid fines had increased 
from $17,631,930 as at September 30, 1974 to $22,057,422 as at November 30, 
7/5. 


No comprehensive analysis of the unpaid fines has been made to determine 
the periods that the individual amounts have been outstanding since the Manage- 
ment Audit Branch issued a report on a survey of unpaid fines in July 1972. This 
report contained a statement that ‘‘the unpaid fines balances in all courts include a 
considerable volume of items over five years old on which efforts to locate the de- 
fendants have failed’’. These balances will now be approximately ten years old. 


Following the prior audit we recommended that early consideration be given 
to a policy of writing off old fines which are deemed uncollectable due to various 
reasons such as death, non-residency, untraceable, etc. The Ministry responded to 
this recommendation on July 11, 1975 and stated, in part, that: 


‘This Ministry is currently considering a new policy setting out standards by 
which the non-collectability of unpaid fines can be judged (death, non-resi- 
dency, etc.), and the degree of documentation deemed necessary to institute 
write-off.’’ 


As far as we could determine, this policy had not been established as at 
March 31, 1976. 


In our prior audit memorandum to the Ministry we also commented that the 
unpaid fines balance as at the fiscal year-end was not reflected in the Accounts 
Receivable statement contained in Volume | of the Public Accounts of the Prov- 
ince. We recommended that this practice be changed. The Ministry did not accept 
this suggestion and stated: 


‘“We do not agree with the auditor’s remark concerning the reporting of un- 
paid fines as ‘Accounts Receivable’ in the Public Accounts of Ontario. 
These unpaid fines are not ‘Debts due to the Crown’ in the ordinary commer- 
cial sense since payment of same cannot be enforced by a writ of execution. 
We merely have the alternative of arresting the defendants and placing them 
in jail in accordance with the particular judgments.”’ 


We feel, however, that the Ministry should reconsider its position on this 
matter. Despite the fact that these amounts are not incurred in a commercial 
sense, they are, nevertheless, debts due to the Crown until such time as the defen- 
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dants are placed in jail, and as such, these amounts and all other balances due to 
the Ministry of the Attorney General should be reported to the Ministry of Trea- 
sury, Economics and Intergovernmental Affairs for inclusion in the Public Ac- 
counts of Ontario. 


The preceding comments were included in our memorandum dated Apmil 14, 
1976. As at the date of this Report, September 30, 1976, no response had been 
received. We are, therefore, unable to present the Ministry’s views in the mat- 
ter. 


88. Error in Accounting Records, Civil Service Commission. During our re- 
view of the accounting records of the Civil Service Commission we noted that a 
receipt of $12,673 from a Ministry, relating to an expenditure recovery of Tempo- 
rary Help Services, was recorded in error as a recovery of the Public Service Ap- 
peal Boards. The effect on the Public Accounts for 1974-75 was to understate by 
$12,673 the Statement of Revenue, to which the excess of recoveries over expen- 
dit’ ~e had been transferred, and to understate by a like amount the expenditure of 
the Public Service Appeal Boards. 


Had the above recovery been recorded correctly the expenditure of the Public 
Service Appeal Boards would have exceeded the appropriation (Vote 505-1) by 
$10,233 for the 1974-75 fiscal year. 


On August 13, 1976 the Civil Service Commission responded as follows: 


“When the journal entry was being typed to effect the expenditure recovery, 
an error was made in the code of the activity which was to receive credit for 
the recovery. The error was not realized until after the accounts had been 


closed at the year end and, as a result, a reversal of the amount could not take 
place. = 


89. Questionable Need for a Management Board Order, Civil Service Com- 
mission. During our most recent review of the expenditure activities of the Civil 
Service Commission we noted that a Management Board Order was obtained on 
April 15, 1975 to increase the 1974-75 appropriation of $248,700 for Personnel 
Information Services by $20,000. The need for this authorization was somewhat 


questionable since funds unexpended for this item at the end of the fiscal year 
amounted to $86,748. 


The Chairman of the Civil Service Commission subsequently wrote to us as 
follows: 


‘On November 19, 1974, the Management Board approved the transfer to 
the Ministry of Government Services of responsibility for implementation of 
the I.P.P.E.B. system from the Personnel Information Services Activity with 
the understanding that there would be an underspending in this activity of 
$72,800. Subsequently, there was some confusion about what invoices 
should be charged to what activity. And the budget analyst, in order to en- 


REVENUE AND EXPENDITURE—COMMENTS 55 





sure an underspending of $72,800 in the Personnel Information Services ac- 
tivity, felt obliged to obtain a Management Board Order of $20,000. At the 
end of the fiscal year, the total expenditures for this activity were $181,954 
which exceeded the actual appropriation of $175,900 ($248,700 minus 
$72,800) by $6,054. Apparently, then, a Management Board Order was re- 
quired if the underspending was to be realized in the appropriation; but, ad- 
mittedly, it was approximately $14,000 too much.”’ 


90. Improved Controls Recommended, Ontario Student Assistance Pro- 
gram, Ministry of Colleges and Universities. During the year ended March 
31, 1976 expenditure with respect to the Ontario Student Assistance Program to- 
talled $49,117,077, and is reflected in Volume 1 of the 1975-76 Public Accounts, 
page 405. 


The purpose of the Ontario Student Assistance Program is to maintain equal- 
ity of educational opportunity. The present program is based on an assessment of 
financial need and consists of an $800 federal loan awarded under the Canada Stu- 
dent Loan Plan, plus a provincial grant up to a maximum of $3,200 per year. A 
loan of up to $1,800 per year is permissible under the Canada Student Loan Plan; 
however, it has been the policy of the Ministry to limit the loan portion to $800 
and to pay all assistance in excess of that amount in the form of a provincial grant. 
We were advised that the Ministry will increase the loan portion from $800 to 
$1,000 for the 1976-77 year but that no change is contemplated in the amount of 
provincial grant. 


Applications for student assistance are subject to review by the Verification 
Section of the Student Awards Branch. The report on the activities of the Verifi- 
cation Section for the year ended March 31, 1976 was received subsequent to the 
conclusion of the audit. The report indicated that the Verification Section had se- 
lected 8,208 cases for review. This total was in excess of 8 per cent of the approx- 
imately 102,000 applications submitted by students for assistance. 


As at the date of the report by the Verification Section, the review had been 
completed on 7,361 of the cases selected. Results were categorized as ‘‘unsatis- 
factory’’ in 4,878 instances (66 per cent). The ‘‘unsatisfactory’’ cases were of 
two types, those resulting in an increase in loan and grant to the student totalling 
$28,626 and those resulting in a recommendation for re-assessment totalling 
~$1,019,780. While cases recommended for re-assessment do not necessarily re- 
sult in discovery of overpayments, it is our opinion that the proportion of unsatis- 
_ factory cases necessitates a more extensive review by the Verification Section. 


The. Standing Committee on Public Accounts has reviewed this program. In 
its Final Report dated February 1975, the Committee recommended that the veri- 
fication processing of applications be intensified, and that the program have some 
penalties incorporated into it. This latter recommendation was again mentioned in 
the subsequent Committee’s interim report dated July 10, 1975. 


In our memorandum dated May 13, 1975 to the Ministry on the prior audit, 
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we commented upon the desirability and relative ease of comparing the estimated 
parental income of the applicant for one year with the actual income reported in 
the subsequent year’s application form. Such a comparison is now being done by 
computer and major differences are listed on a Discrepancy Listing. However, it 
is understood that the Verification Section has not adjusted all grant payments as 
called for by the Listing. During our audit a test was made of the 1974 applica- 
tions and we found that in approximately 25 per cent of the cases selected exces- 
sive amounts were paid. We feel that full advantage should be taken of this 
data. 


When overpayment of a grant has been determined a notification is sent to 
Central Collection Services (CCS) of the Ministry of Government Services to 
commence collection procedures. If any subsequent grant is approved for a stu- 
dent who has been overpaid in the past, CCS notifies the Ministry of Colleges and 
Universities of any deduction to be made from the payment. We are advised that 
recommendation for reduction of grant payment is made only if no repayment at 
all is being received. We believe that it would be more practicable for the Min- 
istry of Colleges and Universities to take action to reduce assistance payments to 
students in all cases of prior overpayment. 


We noted that, from time to time, cheques are issued to applicants before the 
regular “‘cheque issuing run’’ is made by the computer. This method of issuing a 
cheque does not result in any entry on the master computer file. A subsequent 
Payment Adjustment form is required to update the file but no control was found 
to exist over the use of the forms to insure that one is issued for each one of these 
cheques. This means that control is lacking over the issue of cheques. We there- 
fore recommended that a procedure be developed to insure that all student assis- 
tance cheques are automatically recorded on the master file at time of issue. 


In addition to Student Assistance grants, other awards, bursaries and fellow- 
ships are paid by the Ministry. In most instances, recipients of the other awards 
are not eligible for Student Assistance. However, a number of instances were 
noted in which payments of awards as well as Student Assistance were made to 
the same student. The amounts already received for a year should be taken into 
account in arriving at the amount of the grant for the same year. This data could 
be readily provided by computer if all award, bursary, fellowship and grant pay- 
ments to students were recorded on the appropriate master file. We felt that con- 
sideration should be given to instituting this procedure. 


The Ministry replied to the foregoing observations on August 11, 1976 and 
commented as follows: 


Verification of Student Assistance 


Your recommendations regarding the Verification Section of the Student 
Awards Branch suggest that the verification process be intensified, and reas- 


ae be made on those applications which are listed on the discrepancy 
isting. 
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‘While it is agreed that increased verification of student assistance applica- 
tions would result in additional funds being recovered, this would not be in 
direct proportion to our current recoveries due to the fact that third party and 
internal referrals give a much higher chance of possibility of error than does 
the random sample. Also, to accomplish this task additional staff would be 
required. With the Province’s present policy of constraints and staff cut- 
backs, it is most doubtful if such additional staff could be obtained. 


‘It should be noted that discussions have taken place between this Ministry 
and officials of the Canada Department of National Revenue to establish a 
procedure which would permit us to verify a larger number of applications 
with the current staff. To date however, the Department of National Revenue 
has not approved our suggested procedure. We will continue pressing for ac- 
tion in this regard as over ninety percent of the errors resulting in financial 
reassessment involve erroneous data on parental income. 


‘‘In commenting on the report of the Verification Section, over 12,000 addi- 
tional cases were verified by the Assessment Section of the Student Awards 
Branch prior to computer processing. These cases involve students whose 
parents are self-employed and full documentation on such cases is required. 


‘“AS you are aware, we moved in 1975-76 to a system of basing awards on 
previous year’s income rather than current year’s estimate. We have ascer- 
tained that the average error in income when estimated income was used was 
$1800 while under the new system it is only $400. When expressed in terms 
of parental contribution, the effect of the latter on the assistance to the stu- 
dent is insignificant. Further, the change in the reporting of parental income 
has resulted in fewer cases being referred to the Section for verification. 


‘Your comments regarding the discrepancy listing are well taken. However, 
the change in criteria has resulted in this listing becoming redundant. 


Penalties 


‘The matter of penalties has been referred to a special committee which is 
presently reviewing all aspects of the student assistance program. We feel 
that in order to ensure credibility in the Committee’s report, which is ex- 
pected shortly, it is best that we refrain from making any statement that can 
be interpreted as Ministry policy. 


Central Collection Services 


‘‘T cannot agree with your suggestion on the subject of reducing assistance 
payment to students who have made satisfactory arrangements with CCS to 
repay past grants. The present method of handling outstanding accounts Is a 
fair one and it is in line with the basic policy of the program which is to make 
money available to needy students for educational purposes. To do otherwise 
could result in students having to drop out. As I have said previously the 
main reason for overpayments was the inability of parents to accurately es- 
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timate future income. In times of high inflation, this is extremely difficult. 
The overpayments were as a result of ‘honest’ errors. To penalize the student 
further when he has already begun repayment and is honouring his debt 
seems most iniquitous. Again, this should drop dramatically as a result of 


change in procedures. 
Control over the Issuance of Cheques 


‘*Your recommendation is well taken. A procedure for the control over the 
issuance of cheques before the regular ‘cheque issuing run’ is made, and the 
subsequent recording of these situations on the master file, 1s presently being 
developed. 


Student Assistance Grants and Other Awards 


‘The system of placing recipients of OSAP grants and all other awards on 
the same master file had been requested. Unfortunately, the Ministry had re- 
lied on resources outside its control to implement such a check and had as- 
sumed it was in place. This proved, however, not to be the case. In the near 
future, we are hoping to do a complete study on the OSAP computer system 
with the intention of completely modifying it to meet the present and future 
needs of the student assistance program. At that time, this procedure will 
most definitely be considered for implementation.”’ 


91. Ineffectiveness of Planning and Statistical Systems, Ministry of Colleges 
and Universities. A decision to develop common planning and statistical SyS- 
tems at the colleges of applied arts and technology led to the selection, develop- 
ment and implementation of the Campus VIII and the Individual Specific File 
(ISF) systems. Following a trial period of one year, the systems were introduced 
to the twenty-two colleges of applied arts and technology in 1970. 


The Campus VIII system comprises a set of computer programs designed to 
simulate academic institutional activities and to satisfy the planning informational 
needs of the colleges. To provide data for the Campus VIII system it was neces- 
sary to develop a method of statistical reporting at the college level. This was 
called the ISF system and entailed the collection of detailed information on each 
college structure, enrolments, staff, space, curricula, revenues and costs, along 
with the various college policies that governed them. With this data the Campus 
VII system calculated the resource requirements, such as staff and space, their 
costs and the total revenue to be received by the college. 


A supplier of computer services was hired to put the systems into effect. We 
were advised that only one supplier was considered in the selection process due to 
the belief that alternate capability was not available. As far as could be: ascer 
tained, the computer services provided by the supplier were not covered by any 
formal contract prior to the one covering the period April 1, 1972 to March 31, 
1973. That contract, which was between the supplier and the Ontario Council of 
Regents for Colleges of Applied Arts and Technology, was not explicit with re- 
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spect to the tasks to be performed by the supplier, the per diem rates of staff to be 
used in these tasks, and the tariff structure for the data centre services. 


The Campus/ISF system was subject to review by the Management Consult- 


ing Services Division, Ministry of Government Services in 1972 and again in 
1974. In both instances issued reports expressed doubt as to the efficiency and ef- 
fectiveness of the Campus/ISF system. Upon the recommendation of the Manage- 
ment Consulting Services Division a subsequent review was undertaken by a pri- 
vate sector consultant. This consultant observed, among other things, that: 


and 


and 


ing: 


‘*In our discussion with the Colleges it became evident that certain Colleges 
felt that there was insufficient work done to determine their planning infor- 
mation requirements and analyse the internal requirements of the Colleges 
prior to design and implementation of the systems now in use.”’ 


‘*Many Colleges view Campus as an expensive management tool and too so- 
phisticated for their requirements. After considering both the direct and indi- 
rect costs of the system, these same Colleges have difficulty in reconciling 
the benefits against the costs.”’ 


‘‘Campus is not meeting the objectives for which it was originally intended 
and cannot substitute for effective budgeting and planning processes which 
should be developed to meet the College and the Ministry requirements.’ 


The consultant made a number of recommendations including the follow- 


(a) ‘‘The Ministry and Colleges to review jointly the proposed framework 
for College planning (as described in this report) and agree upon pro- 
cesses and the definitions of information elements for planning.”’ 


(b) ‘‘Mandatory use by the College of the Campus VIII model to be discon- 
tinued beginning with the 1976-77 planning cycle.”’ 


(c) ‘‘No investment in further development of the Campus VIII system to be 
made at this time.”’ 


(d) ‘‘New mechanisms to be designed to summarize all planning, budgeting 
and control information for the various user groups in the Ministry. 


(e) ‘‘The Ministry to develop an in-house expertise in modelling capabilities 
with the emphasis being on models constructed for specific purposes to 
answer specific problems.’’ 


(f) ‘‘The Ministry to review and make improvements to the internal func- 
tions and responsibilities for the co-ordination of information requests 
made to the Colleges and the collection of planning, control and Statistl- 
cal data. These improvements should be accomplished with organiza- 
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tional changes including the formation of a staff group reporting directly 
to the Assistant Deputy Minister for College Affairs. This staff group 
should include persons recruited from the Colleges, possibly on a rotat- 
ing basis.”’ 

The same supplier of computer services continued to operate the 
Campus/ISF system until August 31, 1975. The Ministry reported that the com- 
plete Campus VIII software was then transferred to a government computer in 


order to continue and improve the planning functions for the Colleges. 


The costs to the Ministry from inception in 1969 to August 31, 1975 were es- 
timated, from data available in the Ministry, to be as follows: 





Paymients to‘supplier Of COMPpuUler ser vVICEStes. 2.420 e ae $5,100,000 
Payments of salaries at Ministry and Colleges ............. 3,900,000 
$9,000,000 





The services of a private sector consultant were also utilized at a cost to the 
Ministry in excess of $57,000. In addition, the services of the Management Con- 
sulting Services Division of the Ministry of Government Services were employed 
on two occasions, the total cost of which has not been estimated. A substantial 
amount has, therefore, been expended on a system which was described by a pri- 
vate sector consultant as having failed to meet the objectives for which it was 
originally intended. 


The Ministry replied to our observations on April 29, 1976. With regard to 
the comments and recommendations of the private sector consultant the Ministry 
commented as follows: 


‘These quotations from the consultant’s report, when read in isolation, tend 
to over-emphasize the negative aspects of the development of a common 
planning and statistical system at the Colleges of Applied Arts and Tech- 
nology. Positive quotations such as the following were omitted: 


‘The introduction of CAMPUS VIII as a tool for preparing multi-year 
plans encouraged the Colleges to implement a formalized planning 
process and the orderly collection of data from many sources. It has 
acted as a catalyst to involve many people in the planning process at 
several of the Colleges. The use of the CAMPUS VIII model has helped 
in the development of standard measurements and reports for purposes 
of cross-College comparisons. ’ 


‘There is no doubt that many difficulties were encountered by the Ministry 
and the Colleges in the development of a common planning and statistical 
system. However, it should be noted that the consultant makes no reference, 
for comparison’s sake, to other college jurisdictions either in Canada or in 
the United States. Such comparisons would have put Ontario’s effort in per- 
spective by referencing the extraordinary difficulties encountered in imple- 
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and 


that: 


menting province and state-wide planning and statistical systems in Canada 
and the United States. Such systems have been perceived as unnecessary in- 
terference by colleges, whilst being seen as very necessary for control and 
accountability by governments. 


‘The systems implemented in Ontario have provided the Ministry with an 
ever increasing amount of accurate and timely information on the 22 Col- 
leges of Applied Arts and Technology. This information is key to the Min- 
istry’s development and maintenance of full accountability.”’ 


‘All of the consultant’s recommendations were accepted and have either 
been implemented or are in the process of being implemented.”’ 


On the subject of the cost of the Campus/ISF system the Ministry maintained 


‘The planning and statistical systems developed in Ontario were the first 
operationally successful systems implemented in a major North American 
educational jurisdiction. These systems evolved over a six-year period and 
will continue to evolve as they are adjusted to meet objectives. The system 
was developed in conjunction with the establishment of the Colleges of Ap- 
plied Arts and Technology, again a successful forerunner in North America. 
The planning and statistical systems were essential for the development of 
common planning and statistics, which have in no small way contributed to 
the overall success of the Colleges. 


‘The decision to use this system, or any other system like it, was essential 
since data regarding performance must be collected both for future planning 
purposes and in order that actual performance can be measured against past 


objectives. 


‘‘The estimated capital and operating expenditures at these twenty-two col- 
leges during the period of developing the system was $1.1 billion. Nine mil- 
lion dollars represents 0.8% of 1.1 billion. To allocate less than one percent 
of total expenditures for control and monitoring is quite justifiable. The fact 
that this system was employed in preference to other systems has little or no 
bearing on the total cost.”’ 


92. Misstatement of Accounts Receivable and Accounts Payable in 1974-75 
Public Accounts, Ministry of Colleges and Universities. The accounts receiv- 
able records of the Ministry totalled $5,867,778 as at March 31, 1975, and con- 
sisted of $4,657,913 due from the Government of Canada with respect to various 
cost-sharing programs, $1,082,998 arising from Ontario Student Awards over- 
payments, $97,736 for miscellaneous services and $29,131 representing the ac- 
counts receivable of The Centennial Centre of Science and Technology. This 
total, after a deduction of $69,715 for doubtful accounts, was reflected as 
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$5,798,063 on page 50 of the 1974-75 Public Accounts of Ontario and cate- 
gorized as ‘‘cost-sharing projects with other governments’. 


It was subsequently ascertained that as at March 31, 1975, the Government 
of Canada had proposed a reduction of $2,052,381 in the total claims outstanding 
under the Adult Occupational Training Agreement and had further proposed a 
counter claim of $926,976 against the Ministry with respect to claims that had al- 
ready been paid. These adjustments were not reflected in the schedules of ac- 
counts receivable or accounts payable at March 31, 1975 which were submitted to 
the Ministry of Treasury, Economics and Intergovernmental Affairs for inclusion 
in the 1974-75 Public Accounts of Ontario. 


The Ministry responded and commented as follows: 


“To use the word ‘overpayments’ when referring to that portion of the ac- 
counts receivable which relates to the Student Awards Program is mislead- 
ing. Moneys become repayable under the Program because of several rea- 
sons with overpayments being one of them. Some other examples of 
significance are student withdrawals, and students changing course loads or 
course lengths. I think the proper term accounts receivable should be main- 
tained. 


“You contend that a ‘proposed reduction of $2,052,381’ and a ‘proposed’ 
counter claim of $926,976 should have been included in the 1974-75 Public 
Accounts of Ontario. Moreover, these are referred to as ‘adjustments’. 


“I disagree that they should be reflected in the Public Accounts, and I further 
disagree that they are ‘adjustments’. It is our practice to record transactions 
of this nature only after they are finalized. Our experience has shown that the 
final amounts can vary considerably from those initially proposed. I should 
point out that the ‘proposed’ reduction and the ‘proposed’ counter claim are 
still unsettled. When they are finalized to the satisfaction of the Ministry and 
the Federal Government, we shall classify them as adjustments and make the 
necessary accounting entries in our records.”’ 


93. Venture Capital Program, Ministry of Colleges and Universities. The 
Ministry established a Venture Capital Program in the 1974-75 fiscal year under 
which young persons could receive interest-free loans, to a maximum of $1,000 
per venture, to own and operate their own summer business. These loans were re- 
payable to the Ministry on completion of the venture with any profits derived 
from the operation accruing to the students concerned. No legislative authority for 
the issuance of such loans could be located. 


Correspondence on file in the Ministry indicated that in the 1974-75 fiscal 
year over 300 applications were received for assistance under the program. Sub- 
sequently twenty-five applicants submitted a project for approval and of this 
number fifteen applicants received loans totalling $12,900. The balances of three 
of these loans, amounting to $635, had not been repaid by the required date, and 
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on March 24, 1975 the Ministry recommended that the outstanding balances of 
loans be written off or transferred to Central Collection Services of the Ministry of 
Government Services. No action had been taken in this regard and the balances 
remained outstanding at January 31, 1976. 


A lesser response to this program was noted in the subsequent year. Informa- 
tion provided by the Ministry revealed that in the 1975-76 fiscal year only 180 ap- 
plications were received under this program. Subsequently forty-six applicants 
submitted projects for approval and of this number thirty applicants received loans 
totalling $26,410. As at the termination of the audit thirteen of the loan balances, 
amounting to $10,802, had not been repaid to the Ministry. We recommended 
that these overdue accounts be transferred to Central Collection Services of the 
Ministry of Government Services for further attempts to effect settlement of the 
debts. 


The Ministry subsequently advised that: 


‘*The issuance of loans under the Venture Capital Program was specifically 
discussed by the Supply Committee of the Legislative Assembly of Ontario. 
This was taken as adequate authority under which to operate the program.’’ 


and 


‘*We have completed the transfer of the outstanding accounts to Central Col- 
lection Services.’’ 


94. Administrative Weaknesses re Termination of Employees, Ministry of 
Community and Social Services. During our audit of the Ministry's adminis- 
trative expenditure we made the following observations. 


Utilization of employees’ superannuation funds was necessary to recover sal- 
ary Overpayments of approximately $5,100 and sick pay overpayments of approx- 
imately $3,900 during the period under review. These overpayments were largely 
due to delays in reporting employment terminations at Mental Retardation Facili- 
ties. We recommended that prompt notification of terminations be stressed, and 
that particular care be taken at the point of distribution to insure that cheques are 
distributed only to employed persons. 


An outstanding advance and a number of salary and sick leave credit over- 


payments in respect of employees who had terminated were recovered by reduc- 


i 


ing the accumulated income tax deductions of the employees concerned. This 
practice should be discontinued as income tax deductions accrue to Canada and 
should not be used to correct the Province’s records. 


On September 24, 1976 the Ministry replied as follows: 


‘‘The practice of recovering overpayments against employee's superannua- 
tion funds has been discontinued by the Ministry. First line supervisors in the 
Ministry have a significant responsibility for attendance reporting and 
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cheque distribution. Final cheques should not be released until the full atten- 
dance picture is known. Accounts Branch will issue a reminder to managers 
and supervisors on the importance of controls related to cheque distribu- 


tion. 


“It is not the Ministry’s policy to recover overpayments by reducing the ac- 
cumulated income tax deductions of the employees concerned. However, 
there have been isolated instances where employees have, for various rea- 
sons overpaid their income tax and if there was an overpayment of salary, a 
tax adjustment was made to compensate for it. These were very isolated 
cases, however, and were done by mutual agreement. The Ministry staff 
concerned have since been instructed to discontinue using income tax deduc- 
tions to recover overpayments. ”’ 


95. Overpayments of Allowances under The Family Benefits Act, Ministry 
of Community and Social Services. A review of Ministry financial records 
and Family Benefits case files indicated that the total amount outstanding result- 
ing from overpayments of allowances under The Family Benefits Act amounted to 
approximately $19,182,457 as at March 31, 1976. An analysis of the various cat- 
egories of overpayments comprising this total is shown below. 





Overpayments on Inactive Cases (Recorded) 0.0.0.0... cececcceececcceeecccceeecccee. $ 8,630,500 
Overpayments on Inactive Cases (Wnreconied): 34... abet ee eee 2,881,353 
Ovetpaymients:om Active Cases; ....: haley. a. cee, eee ee ee 6,179,442 
us CLI IRIS RAV CELT OUS 5.84 coc B94 cc as chee hse a ee §573313 
Overpayments on Cases on Which Legal Action Is Contemplated |. -...caat ee 565;19/ 
Overpayments Resulting from Cheque: Replacements i.cii4 10, eee oe eee 70,112 

$19,182,457 








Overpayments on Inactive Cases (Recorded ) 


Overpayments on inactive cases consist of unrecovered portions of overpay- 
ments that occurred at the times that recipients were receiving benefits and which 
remained outstanding when payment of these benefits was terminated. 


The overpayments listed in this category are recorded in the Accounts 
Branch of the Ministry and in the ‘Overpayment Recovery Follow-Up System’’ 


(O.R.F.U.S.) maintained on computerized records in the Provincial Benefits 
Branch. 


Overpayments on Inactive Cases (Unrecorded) 


| During the course of the review it was noted that approximately 8,500 inac- 
tive case files, pertaining to recipients whose allowances had been suspended, 
were stored in a large vault on the premises occupied by the Provincial Benefits 
Branch. These files contained information relative to outstanding overpayments 
that had arisen through Administrative Errors, late actioning of Voluntary With- 
drawal Notices and errors of omission and commission that had been made by the 
individual recipients before their allowances were suspended. It was subsequently 
ascertained that these overpayments were not reflected in the accounts receivable 
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records of the Ministry, and that the only information concerning such overpay- 
ments was contained in the respective case files and in a listing prepared by the 
Provincial Benefits Branch of the overpayments recorded in those files where the 
case file number ended in a terminal digit of 2 or 8. Thus, this listing included ap- 
proximately 20 per cent of the files stored in this vault. 


The total overpayments recorded in this listing amounted to $576,270. If this 
20 per cent sample was projected to 100 per cent, the overpayments recorded on 
all the files in the vault would total $2,881,350. This projection can only indicate 
the approximate value of the overpayments, however, and should not be con- 
strued as representing the precise amount of overpayments due to the Ministry. 


We felt that the files contained in the vault should be reviewed by Ministry 
personnel to verify the accuracy of the overpayments noted therein and that these 
balances should be incorporated into the accounts receivable records of the Min- 
istry. 


Overpayments on Active Cases 


Overpayments of allowances to recipients currently receiving benefits are 
processed through a computerized system designated as the ‘‘Ontario Assistance 
Program’’ (ONTAP). Such overpayments are generally recovered by the Ministry 
through deductions from subsequent benefit allowances paid to the recipients con- 
cerned. As at March 31, 1976 the total overpayments recorded in the ONTAP sys- 
tem respecting 21,167 active cases amounted to $6,179,442. It was noted that this 
total had increased by $498,131 from the corresponding overpayment total of 
$5,681,311 recorded at November 30, 1975 for 20,681 active cases. 


Administrative Errors 


Overpayments of allowances arise from time to time because administrative 
staff of the Ministry fail to give due consideration to all information on a particu- 
lar Family Benefits file. Information of this nature could relate to changes in a re- 
cipient’s income or accommodation expense, reduction in the number of depen- 
dants for whom the recipient is responsible or other matters that have a bearing on 
the amount of the allowance granted. 


In those cases where overpayments of allowances arise because staff 
members do not give effect to such information when it is received, the overpay- 
ments are attributed to administrative errors and no attempt is made to recover the 
excess allowance from the recipients concerned. It was noted that The Family 
Benefits Act does not make any reference to administrative errors or provide for 
related overpayments to be set aside. 


Details of administrative errors are contained in the pertinent recipients’ files 
but the individual amounts of the overpayments are not reflected in the formal ac- 
counts receivable records of the Ministry. Under procedures established in March 
1973, each section Manager is required to submit a monthly listing to the Assis- 
tant Director of the Provincial Benefits Branch itemizing the administrative errors 


| 
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that occurred in the section during the month and listing the amounts of the over- 
payments that resulted from these administrative errors. The records of the Pro- 
vincial Benefits Branch indicated that the total unrecovered administrative error 
overpayments arising in the period from March 1, 1973 to March 31, 1976 
amounted to $857,313. The administrative errors set aside prior to March 1, 1973 
were not included in these records. 


Overpayments on Cases on Which Legal Action Is Contemplated 


The review of files in the Provincial Benefits Branch revealed that legal ac- 
tion was being considered with respect to approximately 107 recipients or former 
recipients of assistance who were deemed to have knowingly received Family 
Benefits Allowances to which they were not entitled. The total overpayments that 
have been established in this respect for 86 of these recipients amounted to 
$563,737. The overpayments relating to the remaining 21 recipients had not been 
fully determined at the end of the audit review. Although details of these overpay- 
ments are contained in the individual case files of the recipients concerned, the 
Branch does not maintain a listing of the established overpayments or of the status 
and identification of case files on which legal action is contemplated. 


During the review a number of case files were noted where allowances had: 
been suspended in 1974 when legal action was considered; however, no subse- 
quent action appeared to have been taken to bring the cases to a conclusion. Legal 
action against recipients of allowances is taken under The Criminal Code of Can- 
ada by law enforcement agencies acting on behalf of the Ministry rather than 
under section 14 of The Family Benefits Act. It was stated that this election had 
been made because an information laid under The Criminal Code of Canada is not 
subject to the time constraints which The Limitations Act imposes on an informa- 
tion laid under The Family Benefits Act. 


We suggested that a special operating unit should be established within the 
Provincial Benefits Branch to detect and investigate offences under The Family 
Benefits Act and obtain legal advice relating thereto. Also, in our opinion, a cen- 
tral registry should be maintained for all files that may be considered for legal ac- 
tion which would provide full details of the individual matters under review and 
indicate the current status and final disposition of each case. 


| Consideration should also be given to having staff members lay an informa- 
tion under The Family Benefits Act in subsequent cases of this nature to deter- 
mine if this procedure would result in a reduction in the time presently required to 


review the individual files, institute legal action and bring such cases before the 
courts. 


Overpayments Resulting from Cheque Replacements 


Each Regional Office of the Ministry has been issued with a quantity of se- 
quentially numbered cheque forms and is empowered to replace a recipient’s 
cheque that has been lost or undelivered. No replacement cheques are issued, 
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however, with respect to cheques that have been endorsed by the recipient and 
subsequently lost. 


Records maintained by the Accounts Branch of the Ministry in this respect 
indicated that the disposition of 683 allowance cheques totalling $184,662, that 
had been replaced from various dates in the 1973 calendar year to March 31, 
1976, had not been finalized as of May 31, 1976. It would appear that, of this 
total, the value of 284 cheques amounting to $70,112 will have to be written off 
or Set up as Overpayments to the recipients concerned since the related transac- 
tions occurred at least six months prior to March 31, 1976. The six months time 
frame is the maximum allowable by the Ministry of Treasury, Economics and In- 
tergovernmental Affairs to obtain reimbursement from a depository for any 
cheque that is subsequently determined to have been cashed on a fraudulent en- 
dorsement. 


When a replacement cheque is requested from a District Office by a recipi- 
ent, the recipient is required to sign a declaration stating that the original cheque 
has not been received and certifying that ‘‘in the event that a duplicate cheque is 
issued in my favour I hereby undertake not to cash, endorse or transfer the origi- 
nal should it ever come into my possession but to return same immediately to the 
said Treasurer of the Province of Ontario.”’ 


During the review a number of instances were noted where recipients had 
cashed both the original cheque and the replacement cheque after having signed 
the above declaration. There are no statistics maintained respecting the number of 
recipients who later admit to having cashed both the original and the replacement 
cheque. A review of a number of files in one of the nineteen Regional Offices, 
however, revealed 37 instances of this practice in the three month period from 
June 1, 1975 to August 31, 1975 which resulted in a total overpayment of $9,393 
being made to the recipients. 


The following suggestions were made with respect to replacement cheques: 


1. Consideration be given to changing the present ‘‘certificate’’ that is taken 
when a cheque is replaced to a ‘‘solemn declaration’ to be signed by the 
applicant. 


2. Documentation relating to cheque replacements be filed alphabetically in 
each Regional Office. New requests for replacement should be referred to 
this file to determine if the recipient has previously claimed non-receipt 
of benefits cheques to permit action to be taken to investigate such non- 
receipt on a timely basis. 


3. A ‘‘stop-payment’’ authorization be issued for the original cheque at the 
time a replacement cheque is issued. 


| A number of individual case files were selected and examined. Observations 
resulting from this examination included the following: 


| 
| 
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Voluntary Withdrawals 


An allowance may be terminated by the Provincial Benefits Branch at the 
verbal or written request of a recipient or through a recipient providing informa- 
tion on changes in personal status such as marriage or employment that would af- 
fect eligibility for subsequent benefit payments. 


During the course of the review, an examination was made of the case files 
pertaining to recipients whose allowances had been terminated in the period from 
August 1, 1975 to October 31, 1975 as a result of information provided by the re- 
cipients. The examination of 523 files revealed that overpayments amounting to 
$36,848 had arisen because appropriate action had not been taken to terminate the 
individual allowance payments from the dates that information was received from 
the recipients or ineligibility was established. Of this amount, $2,786 had been re- 
covered from the recipients concerned by the end of the audit review. There was 
no evidence on the files pertaining to 78 recipients who had received overpay- 
ments totalling $23,470 that any request had been made for a refund of the over- 
payment. 


Delays of up to 186 days were noted between the dates that voluntary with- 
drawal information was received by Ministry personnel and the dates that the re- 
lated allowances were suspended, and in 19 of these cases we observed that it had 
been necessary for the recipient or Field Worker to submit such information on 
more than one occasion before action was taken to terminate the allowances. 


Instances were also noted where overpayments had been reduced or can- 
celled by application of section 13(4) of Ontario Regulation 287, R.R.O. 1970, as 
amended, under The Family Benefits Act, and it would appear that this practice 
was formalized by a memorandum issued by a Ministry official on November 5, 
1975. This section states that: 


“Where a recipient ceases to be eligible for an allowance the Director may 
nevertheless direct that the allowance be paid for the calendar month imme- 
diately following the month in which the eligibility ceased.”’ 


The Branch does not maintain a record to indicate the total overpayments 
that have been reduced in this manner but it was felt that this section of the Regu- 
lation should be applied on a selective basis relating to the needs of the individual 


recipients and not utilized as a vehicle for the reduction or cancellation of estab- 
lished overpayments. 


Earnings 


, Sections 10 and 12 of Ontario Regulation 287, as amended, provide for the 
inclusion of income from the earnings of the recipient, spouse or any dependent in 
determining the amount of allowance granted to a recipient. Several instances 
were noted during the review of files where the dates of the commencement of the 
earning periods or the actual values of the earnings reported by the recipients had 
not been verified by Ministry personnel. Instances were also noted, in cases 
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where verification of earnings had been completed by Ministry personnel subse- 
quent to the recipient’s voluntary withdrawal from benefits, that the dates indi- 
cated by the recipients for commencement of work or the salaries cited by the re- 
cipients differed from the corresponding information shown by the respective 
employers’ records. In each of these latter instances, overpayments of benefits re- 
sulted from the delayed verification of earnings. 


Policy Directive #48, issued in February 1976, states, in part, that: 


. any money earned during the year while the child remains a dependent 
child shall not be considered as earnings available for family maintenance if 
the recipient confirms that the money will be used to further the child’s aca- 
demic education. ..-.. 


This directive would appear to contravene the provisions of section 12(1)(c) 
of Ontario Regulation 287, as amended. 


General 


Substantial overpayments were noted to have been caused by the improper or 
non-completion of Present Condition Reports. Present Condition Reports pertain 
to the current personal circumstances of the recipients and are prepared by Field 
Workers in the recipients’ homes or by the recipients and then mailed to the Pro- 
vincial Benefits Branch. Although Present Condition Reports are to be filed at 
least once a year for each recipient, several files were examined on which no such 
reports had been filed for a number of years. 


A clarification of the various sections under The Family Benefits Act and re- 
lated regulations that pertain to the granting of an allowance to a disabled or per- 
manently unemployable person should be sought. Instances were noted where the 
Social Assistance Review Board had directed the Director of the Provincial Ben- 
efits Branch to provide an allowance to persons under these categories although 
the Medical Advisory Board had not accepted such individuals as being disabled 
or permanently unemployable. Cases were also observed where the Social Assis- 
tance Review Board had directed assistance to be provided to applicants as a *“dis- 
abled person’’ although the Medical Advisory Board had indicated that such indi- 
viduals were ‘‘permanently unemployable’’. The allowance paid to a *‘disabled 
person’’ in these cases amounted to $250 per month compared to the monthly al- 
lowance of $148 for a *‘permanently unemployable’’ person. 


The preceding comments were included in our memorandum dated August 
26, 1976 to the Ministry. As at the date of this Report, September 30, 1976, the 
Ministry had not had sufficient time to respond. We are, therefore, unable to pre- 
sent the Ministry’s views on the subject matter. 
| 
96. Unauthorized Expenditure re The Liquor Licence Act, 1975, Ministry of 
‘Consumer and Commercial Relations. The Liquor Licence Act, 1975 estab- 
lished the Liquor Licence Board and the Liquor Licence Appeal Tribunal. Expen- 
| 


| 
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diture activity with respect to these bodies is recorded in Volume | of the 1975-76 
Public Accounts, page 227, in the amounts of $1,325,403 and $20,170, respec- 


tively. 


Section 2(9) of The Liquor Licence Act, 1975 provides that **. . . the expen- 
ditures of the Board shall, until the Ist day of April, 1976, be paid out of the Con- 
solidated Revenue Fund. . .’’. The 1975-76 expenditure of the Liquor Licence 
Board was, therefore, authorized by statute. The Act, however, makes no refer- 
ence to the expenditure of the Liquor Licence Appeal Tribunal. As a result, there 
was no apparent authority for the expenditure of the Tribunal for the period ended 
March 31, 1976. This matter was brought to the attention of the Deputy Minister, 
Ministry of Consumer and Commercial Relations. On July 7, 1976 he responded 
as follows: 


‘The question you raised concerning the lack of statutory authority in The 
Liquor Licence Act, 1975 to defray the 1975-76 expenditures of the Liquor 
Licence Appeal Tribunal was referred to the Ministry Legal Staff and the 
Legislative Counsel. 


‘After examination of the legislation, they concluded that the position you 
have taken, that there is no apparent authority for the expenditure of $20,170 
for the Tribunal for the period ended March 31, 1976, is correct. They con- 
cur that the Bill should have made specific reference to ‘initial’ funding for 
the Tribunal. 


“In uncovering this oversight, it is clear that section 2(9) of the Act, which 
did provide monies for the expenditures of the Liquor Licence Board to be 
paid out of the Consolidated Revenue Fund until April 1, 1976, did so be- 
cause the Board was already in existence and there was a need to provide for 
its continuity and its operation. It can only be surmised that the Tribunal un- 
like the Board was brand new and provision for its operation until April 1, 
1976 was simply overlooked. 


‘There was certainly no attempt on the part of the Ministry to mislead. Be- 
lieving The Liquor Licence Act contained authority for the expenditures of 
the Appeal Tribunal, Management Board was asked to provide start-up funds 
to the end of the 1975-76 fiscal year. It was only after Management Board’s 


permission was granted that $20,170 was spent to purchase furniture, etc. for 
the Tribunal and its staff. 


“In the future, expenditures for the Tribunal shall be paid out of monies ap- 


propriated by the Legislature. As you know, this was the case with the 
Lo7G-)/ budeet. ,....”’ 


97. A Review of Proceeds Received, Olympic Lottery Sports Fund, Ministry 
of Culture and Recreation. The Olympic Lottery Sports Fund was established 
by Order in Council dated November 28, 1973 for the purpose of receiving depos- 
its of the Ontario portion of the proceeds from the sale of lottery tickets by the 
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Olympic Lottery of Canada Corporation. The agreement between the Corporation 
and Her Majesty in Right of Ontario provided for five per cent of the face value of 
all tickets sold in Ontario to be paid into a trust account to be used for the develop- 
ment of amateur sport in Ontario. This trust account, or Fund, is administered by 
the Minister of Culture and Recreation. 


During 1975-76 the Fund received $4,289,839, representing the Province’s 
share of the proceeds from the sale of tickets for the fifth, sixth and seventh lottery 
draws. During the same period $2,288,490 was paid out of the Fund for the devel- 
opment of amateur sport in Ontario. As at March 31, 1976 the Fund had accumu- 
lated receipts and disbursements of approximately $7.7 million and $3.7 million 
respectively, leaving a balance in the Fund of just over $4 million. 


In accordance with the provisions of agreement between the Province of On- 
tario and the Olympic Lottery of Canada Corporation, a review was made of the 
financial statements and records maintained by the Corporation in respect of the 
Olympic Lottery tickets offered for sale in the first six Olympic Lottery draws. 
These draws took place in the period April 15, 1974 through September 28, 1975, 
with intervals of approximately three months between each draw. Responsibility 
for the distribution and reporting of lottery ticket sales to financial institutions and 
distributors across Canada was undertaken by a chartered bank. The accounting 
records and controls for the sale and cancellation of lottery tickets were main- 
tained by a firm of public accountants, who also determined and certified ticket 
sales by province and audited the financial statements of the Corporation. 


Actual lottery ticket sales for the first six draws totalled 29,897,707 of which 
12,722,181 or 42.5 per cent, were sold in Ontario. Sale of lottery tickets in the 
Province of Quebec equalled 43.1 per cent of total sales, with the remaining 14.4 
per cent being essentially accounted for by sales in other provinces. Under the 
terms of agreement, the Province is to receive five per cent of the face value of 
tickets sold in Ontario within thirty days from the date of each lottery draw. Pay- 
ments to Ontario in respect of these sales totalled $6,361,090 up to and including 
the sixth lottery draw, and were received by the Province within the specified time 
period. 


The audit review consisted of such tests and checks of the accounting records 
and other supporting documentation as were considered necessary in the circum- 


stances. After conducting these various tests and checks, we were satisfied that 
_ the reported ticket sales for Ontario were fairly stated. 


98. Absence of Regulatory Authority for Grant Payments, Ministry of Cul- 
ture and Recreation. The Ministry of Culture and Recreation Act, 1974, states 
| that it is the function of the Ministry to advance and encourage responsible citi- 
-zenship through the process of cultural and recreational development. In addition, 
the Act authorizes the Lieutenant Governor in Council to make regulations includ- 


ing those: 
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(a) providing for programs with respect to adult education, culture, recre- 
ation, camping and physical education; 

(b) providing for the apportionment and distribution of moneys appropriated 
or raised by the Legislature for, 


(i) programs of adult education, culture, recreation, camping, and 
physical education, and 


(ii) leadership training camps; 


(c) prescribing the conditions governing the payment of grants for programs 
of adult education, culture and recreation, camping or physical education 
under the authority of the Minister, and providing for the approval of the 
Minister in any condition; 


(d) authorizing the payment, with the approval of the Minister, of special 
grants for programs of recreation, and fixing the amounts thereof. 


At the time of our review no regulations had been made under this Act. 


We noted that the following transfer payments were made during the year 
ended March 31, 1976 without the terms and conditions of payment being pre- 
scribed by regulation: 





Grants for CulturalsSupport (Capttaly 2. a.. roel oneal eee eee ee ee $ 2,500,046 
Outreach Ontario—Grants to Participating Agencies ...........0ec0ccccccceceeeeees 605 ,000 
Grants fon Cultura) CLV Mptcs 5 a sccrsustier foot sins welt: acute eaten Gee mee Zig line 
Grants Tor Gulbiral XOnange.o.s1suscsd.¢ exes cgauacc Beer erin ee T9735 
Grants for Newcomers and Community Projects ..........6.ccccccccccceccceuceeeeee 383,113 
Grants for Special-Prejectswind Services 28; 12.471, ol ee 1,964,418 
Grants, forbxperionGes 751 Pio jecii. arsed %. nb cue: ence, eee eee ee 1,371,884 
Financial Assistance for Sports and Physical Recreation ........................... 3530 D5005 
Olympic Lottery Grants for Projects, Facilities and Events ........................ 3,428 689 

$13,651,725 








We recommended that the Ministry review its expenditure programs for the pur- 
pose of developing detailed regulations for those transfer payments not already 
covered by regulation under other Acts. 


The above comments were included in our memorandum dated September 
14, 1976 to the Ministry. As at the date of this Report, September 30, 1976, the 
Ministry had not had sufficient time to respond. We are, therefore, unable to pre- 
sent the Ministry’s views on the subject matter. 


99. Expenditure re Old Fort William, Ministry of Culture and Recre- 
ation. The restoration of Old Fort William at a site located in the City of 
Thunder Bay continued under an agreement dated July 29, 1971 between the 
Province of Ontario and the Project Manager. The administration of this agree- 
ment on behalf of the Province was transferred from the Ministry of Natural Re- 
sources to the Ministry of Culture and Recreation on April 1, 1975. The agrees 
ment included an estimate of $5,545,500 for the cost of construction, subject to 
an Increase of not more than ten per cent and increases due to inflation as deter- 
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mined by the Southam Construction Index. The accumulated costs to March 315 
1976, under this agreement, amounted to $12,746,457 according to the records of 
the Ministry. 


On April 2, 1974 Management Board directed that a proposed amendment to 
the above agreement specify a holdback of $50,000 until all work had been com- 
pleted to the satisfaction of the Ministry. Funds held back by the Ministry of Nat- 
ural Resources and then by the Ministry of Culture and Recreation were invested 
in short term interest bearing securities registered to the Ministry in trust for the 
Project Manager. The holdback of $50,000 and earned interest of $2,528 were re- 
leased to the Project Manager on August 21, 1975 and replaced by a duly exe- 
cuted Performance Bond in the amount of $50,000. 


During construction part of the walls of Building Number 3, The Stone 
Storage, collapsed. In order to assign responsibility for this occurrence an arbitra- 
tor was appointed. The decision of the arbitrator directed the Project Manager to 
reconstruct the building at no cost to the Province. On June 9, 1976 the Project 
Manager issued a Variation Order to the Construction Manager to proceed with 
the reconstruction of the building. However, the Order stipulates that the contract 
sum be increased by the lesser of 33-1/3 per cent of the agreed cost of the work or 
$15,000. This stipulation appears to be in conflict with the direction of the arbitra- 
tor. 

A project entitled ‘‘Fort William Archaeological Project 1974-75 Publication 
Programme’’ was initiated by an agreement dated December 16, 1974 between 
the Ministry of Natural Resources and a University. The administration of this 
agreement was continued by the Ministry of Culture and Recreation. The agree- 
ment provided for the preparation of four publishable facsimile manuscripts suit- 
able for photo-offset reproduction and at least ten technical reports on certain 
aspects of the project’s work in connection with the Fort. We noted that the ex- 
penditure to March 31, 1976 on this programme, according to the records of the 
Ministry, amounted to $242,032 although the agreement stated that the total 
amount paid was not to exceed $200,000. 


Our observations were included in a memorandum dated September 14, 
1976 to the Ministry. As at the date of this Report, September 30, 1976, the Min- 
istry had not had sufficient time to respond. We are, therefore, unable to present 
the Ministry’s views on the subject matter. 


100. Meal and Accommodation Costs, Ministry of Culture and Recre- 
ation. An examination of accommodation and meal costs revealed instances 
where rates paid for hotel accommodation for a night in Toronto hotels varied 
from $30 to $39, and meal costs extended from $15 to $19 per day. We recom- 
mended that the Ministry issue formal guidelines for accommodation and meal 
costs, as required by the Manual of Administration, and make them available to 
all employees and non-public servants acting for the Ministry. 


A review of the Ministry’s expenditure on meetings during the period from 
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April 1, 1975 to February 29, 1976 included an examination of billings for 40 
meetings held at 16 Toronto hotels costing $18,466 in total, including meals and 
liquor. Some of the billings did not indicate the purpose of the meeting nor the 
names of those attending. We recommended that the facilities of the Macdonald 
Block be used for meetings, whenever possible, and that the Ministry develop 
standards and guidelines to regulate the cost of food and beverages provided at 
meetings, luncheons and other hospitality related functions. Each account submit- 
ted for payment should indicate the purpose of the function and the names of the 
persons in attendance, where practicable, or a description of the government or 
other section represented. 


Included in the above-mentioned meetings was one held on September 12, 
1975, stated to be a function for an employee being seconded to the Canadian 
Olympic Association. The cost of this function was $276 including bar charges of 
$135. Expenditure of public funds on functions of this nature is specifically prohi- 
bited in the Manual of Administration under Testimonial Dinners and Farewell 
Functions. 


With respect to our comments in the preceding paragraph, the Ministry wrote 
to us on September 30, 1976 and advised that: 


‘The function held for an employee being seconded to the Canadian Olym- 
pic Association was in fact a special news conference called by the Deputy 
Minister of the day. The purpose of the news conference was to announce the 
secondment of a senior Ministry official to the Association, and to publicize 
this and other financial contributions being made by the Ministry and the 
Province to the Olympic Games. In my opinion, the expenditures were not 
excessive nor were they contrary to current policy.”’ 


101. Suggested Change in Accounting for Net Profits of the Ontario Lottery 
Corporation, Ministry of Culture and Recreation. The Ontario Lottery Cor- 
poration Act, 1974, section 9, states as follows: 


‘The net profits of the Corporation after provision for prizes and the pay- 
ment of expenses of operations shall be paid into the Consolidated Revenue 
Fund at such times and in such manner as the Lieutenant Governor in Coun- 
cil may direct, to be available for the promotion and development of physical 
fitness, sports, recreational and cultural activities and facilities therefor.”’ 


During the 1975-76 fiscal year net profits amounting to $42,000,000 were 
received by the Ministry of Culture and Recreation and recorded as revenue. Ex- 
penditures of the Ministry for the same period for the promotion and development 
of physical fitness, sports, recreational and cultural activities and facilities were 
made from funds appropriated by the Legislature. 


The Act requires that the net profits of the Ontario Lottery Corporation be 
available for the purposes described therein, and consideration should therefore 
be given to the deposit of these funds in a deposit or trust account with the Trea- 
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surer of Ontario. In order to account for the net profits of the Ontario Lottery Cor- 
poration received, expended and unexpended, we recommended that the Ministry 
maintain formal accounting records on a continuing basis. 


Our recommendation to the Ministry was contained in a memorandum dated 
September 14, 1976. As at the date of this Report, September 30, 1976, the Min- 
istry had not had sufficient time to respond. We are, therefore, unable to present 
the Ministry’s views in the matter. 


102. Estimates vs Public Accounts Accounting Presentation, Construction of 
Waste Utilization Facilities, Ministry of the Environment. In the analysis of 
Vote 1904-1 by Standard Accounts Classification in the 1975-76 Expenditure Es- 
timates an amount of $9,800,000 was reflected as ‘*Disbursements—Construc- 
tion of Waste Utilization Facilities’’. Payments made during the year ended 
March 31, 1976 in respect of the construction of waste utilization facilities to- 
talled $5,167,512, and were reflected in the analysis by Standard Accounts Clas- 
sification in the 1975-76 Public Accounts as **Acquisition/Construction of physi- 
cal assets” 


This change in accounting presentation was made following an agreement 
between the Ministry and the Financial Information and Accounting Policy 
Branch of the Ministry of Treasury, Economics and Intergovernmental Affairs 
that payments in respect of the construction of waste utilization facilities should 
not be accounted for as ‘‘Disbursements’’. It was felt that, since the cost of these 
facilities is subject to only partial recovery, amounts expended should not be ac- 
counted for as assets on the Province’s Statement of Assets and Liabilities. 
Rather, they should be accounted for as budgetary expenditure and be presented 
in both the Estimates and the Public Accounts under the Standard Accounts Clas- 
sification *‘Acquisition/Construction of physical assets’’. 


The change in Standard Accounts Classification should, in our opinion, have 
been approved by Management Board of Cabinet. As far as we could ascertain, 
no such approval had been obtained. 


103. Improved Procedures Recommended re Provincial Sewage Works Proj- 
ect, Ministry of the Environment. The Ministry appointed a company to act as 
its agent in the negotiation and acquisition of a large number of properties and 
easements for the construction of the York/Durham Provincial Sewage Works 
Project. All aspects of the acquisition of these properties and easements were del- 
egated to the company. 


Moneys were advanced to the company, in trust, to facilitate payments to 
vendors and payments of legal fees. During the period July 8, 1974 to March 3, 
1975 four advances totalling $10,000,000 were made to the company for this pur- 
pose. These advances were made well before the moneys were required by the 
company as evidenced by the following: 
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1. During the periods July 8, 1974 to October 31, 1974, November 21, 1974 
to January 17, 1975 and March 10 to April 29, 1975 the unexpended bal- 
ances on hand were never below $500,000. 


2. A balance of $179,870 remained in the trust account at July 31, 1975. 


3. Interest of $38,752 was earned on funds withdrawn from the trust account 
from time to time by the company for investment in short term deposits. 


This method of financing the purchase of the properties and easements re- 
sulted in the Ministry's 1974-75 expenditures being overstated by more than 
$700,000 as the company had this amount on deposit as of the end of the fiscal 
period. Also, the Public Accounts for that year did not indicate that a portion of 
the $10,342,888 reported as paid to the company consisted of trust funds. Fur- 
ther, the ultimate recipient of public funds for property purchased or easements 
was not reported in the Public Accounts. In our opinion, moneys advanced to the 
company should have been made from an accountable advance and not charged as 
expenditure until such time as the properties were acquired or easements ob- 
tained. We felt, also, that the Public Accounts should have reflected the ultimate 
recipient of the public funds. 


The Ministry approved the acquisition price and the disbursement of 
amounts from the trust account for purchases and legal fees, but apparently main- 
tained no other financial control over these funds. Fees charged by the company 
for their services were on a per diem basis at a rate according to type of staff em- 
ployed. The rates had been increased twice up to 50 per cent above the original 
rate, depending upon the classification of staff used. The purchase orders autho- 
rizing the services of the company were made out for blanket amounts and made 
no reference to the fee schedule. As the fee structure did not appear to have been 
communicated to the Financial Services Branch, these accounts when passed for 
payment were subject to arithmetical check only. 


Additional observations were brought to the attention of the Ministry as fol- 
lows: 


|. The company which was to act as the agent of the Ministry in acquiring 
the properties and easements should have been selected in conformity 
with the Directive, Contracts for Management Consultants, in the Manual 
of Administration. Attention was especially directed to the following pro- 
vision included in this Directive: 


‘Ministries should seek to make their selection of technical consul- 
tants on the basis of quotations submitted by three candidates.”’ 


2. A formal agreement should have been executed with the company and its 


terms should have included services to be performed, contract period, 
fees to be charged and timing of advances. 


3. Advances should have been made only as required by the company. 


and 
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4. It should now be ascertained what balance of the funds in the agent’s trust 


account is no longer needed to complete the acquisition program. This 
balance should be returned to the Ministry forthwith. 


On June 14, 1976 the Ministry responded as follows: 


‘‘It was the opinion of the Ministry at the time when the first advance was 
made, that the ready availability of funds to our agent would facilitate the 
acquisition of properties in this scheme. Indeed, some 70 properties were 
acquired without adverse publicity or criticism—we regard this as fortu- 
nate. Furthermore, our Internal Audit Branch carried out an examination 
of the use of the funds advanced to our agent and determined that funds 
not in use were invested at all times and were accruing interest to the 
Province. 


‘‘We must agree with your statement that this Ministry’s expenditures as 
shown in the Public Accounts for 1974-75 were overstated by the amount 
on deposit with the agent at the year-end. We therefore also agree with 
your opinion that the funds advanced to the company should have been 
made from an accountable advance and not charged as an expenditure 
until such time as the properties were acquired. The recording of pay- 
ments in the Public Accounts under the name of our agent rather than 
under the ultimate recipient has been simply a matter of past practice. 
However, with effect from 1975-76 payments will be recorded in the 
Public Accounts in the manner you suggest. 


‘‘The assumption by the Ministry of Government Services of the Property 
function will see an end to the previous financial relationship with our 
agent. In future, cheques will be requisitioned for property purchased on 
an as-needed basis. 


‘‘In view of the fact that the existing purchase order relating to our agent 
does not contain a detailed fee schedule, the Project Co-ordination 
Branch has been instructed to provide a separate schedule of authorized 
fees to the Financial Services Branch for their use when processing in- 


5 


voices.’ 


_ ‘‘The Directive you quote also states ‘When this practice is not feasible, 


in each instance, the Ministry should fully document and retain on file the 
reason for not obtaining three quotations’. The initial appointment of an 
agent in 1972 resulted from consideration of two firms, of which our 
agent was one, the other being (named company). The estimated cost of 
their work at that time was $3,400. It was the professional opinion of the 
Director of Property for the Ontario Water Resources Commission at that 
time that only these two firms could provide the type of evaluation that 
was considered necessary. By 1973 the company had become an integral 
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part of the design team in assisting the design consultants with property 
evaluation as part of their economic selection of an optimum route. The 
company was then approached by the Ministry to provide a complete ser- 
vice of property acquisition. This finally resulted in the first Purchase 
Order being issued by the Ministry for their services in 1973. 


2. ‘‘We agree that a formal agreement should have been executed with the 
agent. It is our understanding that the Ministry of Government Services is 
proceeding in that direction. | 


3. ‘‘Cheques will, in future, be given to our agent when required. That is to 
say we shall be following the standard system used by the Ministry of 
- Government Services. 


4. ‘‘As of April 12, 1976, the agent had a balance in the trust account of 
$2,500,000. It is anticipated that all of this amount, and more, will be re- 
quired to complete our acquisition program. However, we have re- 
covered $1,800,000 of this sum since it is not immediately required.’’ 


104. Improper Use of Section 26 of The Financial Administration Act, Min- 
istry of Government Services. The Ministry of Government Services made 
two requests during the 1974-75 fiscal year to the Ministry of Treasury, Econom- 
ics and Intergovernmental Affairs for permission to make payments for land pur- 
chases under section 26 of The Financial Administration Act. Recovery was to be 
obtained from funds provided by Supplementary Estimates and by Management 
Board Order. The requests were made because there were insufficient funds in 
Vote 702, Item 4 to meet contractual commitments. 


According to the records of the Ministry of Government Services, 
$9,532,904 was paid during the fiscal year 1974-75 under section 26 of The Fi- 
nancial Administration Act. It is our opinion that this authority should not have 
been used since section 26 of The Financial Administration Act allows interim 
payments to be made only where the charges are to be recovered from another 


ministry or ministries or from another appropriation or from a federal appropria- 
tion. 


The Ministry subsequently commented as follows: 


‘Your comments respecting Section 26 advances to fund land acquisitions in 
1974/75 seem to turn on the interpretation of the words ‘or from another ap- 
propriation’. The authority from the Treasurer which we have on file, and 
under which we took action, seems to be based on the interpretation that ‘an- 
other’ means an ‘additional’ appropriation. Your interpretation appears to be 
that ‘another’ in this context means a ‘different’ appropriation. It is our un- 
derstanding that the funding was appropriately authorized and valid. In any 
event, the advances were cleared by an M.B.O. and a Supplementary Esti- 
mate prior to the fiscal year end.”’ 
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105. Non-Current Bank Reconciliations, Ministry of Government Ser- 
vices. During April 1976 a review was made of bank reconciliations and related 
activities. At that time the Bank Reconciliation Section of the Ministry of Govern- 
ment Services was responsible for reconciling forty active bank accounts, and we 
were advised that the aggregate cheque volume involved was approximately 9 
million per year. 


Reconciliations are normally prepared at the end of every second month. The 
effective date of reconciliation statements presented at the commencement of the 
audit ranged from May 31, 1975 to March 31, 1976. Twenty bank accounts were 
in a non-current reconciliation position (1.e. latest reconciliation as at December 
31, 1975 or prior). Of these accounts, seven had not been reconciled since July 
1975, while two had not been reconciled since May 1975. This was a most un- 
satisfactory reconciliation situation, and we urged that every effort be made to 
rectify it as soon as possible. 


We were informed that two factors were principally responsible for the delin- 
quent bank reconciliations. Firstly, as of July 1, 1975 the main accounts payable 
bank accounts were converted to a computerized reconciliation system. Nu- 
merous conversion difficulties were encountered and deficiencies in the system 
caused much of the input to be rejected. Secondly, the staff of the reconciliation 
section was depleted to three reconciliation clerks whereas, under full comple- 
ment conditions, six clerks would have been available. 


On August 13, 1976 the Ministry advised us that: 


‘‘Considerable improvement has been made since completion of your audit. 
Ninety percent of all bank accounts are completed to March 31, 1976. The 
seven accounts (accounts payable) to which you refer have been completed 
to March 31, 1976 with a few unresolved differences which should be 
cleared away in the next few months. One, not two accounts, was unrecon- 
ciled since May, 1975 but this too has been brought up to March 31, 1976. 
Further improvement is expected. 


‘Action to alleviate the staffing situation had been initiated in late 1975. As 
a result of a reorganization within the Supply and Services Program, addi- 
tional complement was assigned to the Government Payments Branch to mit- 
igate the effects of the Government restraint program. The Cheque Reconcil- 
iation Section is now fully staffed. In addition, some accounting students 
from a firm of Chartered Accountants were hired during June and July of this 
year to assist in reducing backlog while new staff were undergoing train- 
ing. 

‘With respect to the reconciliation system, a joint TEIA/MGS task force has 
been established at our initiative with an objective to improve the cheque is- 
suance/reconciliation procedures so as to avoid recurrence of unsatisfactory 


ae 


situations. 
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106. Changes Recommended in Cash Advance Arrangements for Federal 
Subsidies, Ministry of Health. To effect a more beneficial contribution by 
Canada, Ontario requested permission, effective with the submission of Medical 
Care costs for the 1974-75 fiscal year, to report costs relating to approved diag- 
nostic laboratories and radiology facilities under the Hospital Insurance and Diag- 
nostic Services Act rather than under the Medical Care Act. 


Canada agreed to this proposal and established five criteria to determine 
whether the costs of a laboratory or clinic would be shareable under the Hospital 
Insurance and Diagnostic Services Act. Using these criteria Ontario submitted a 
list of facilities to Canada, the costs of which were considered to be shareable 
under the Act. The final costs under the Medical Care Act for the 1974-75 fiscal 
year were subsequently reported with an observation that: 


‘‘This claim does not include $73,599,011.16 representing commercial la- 
boratories and diagnostic radiology costs now claimable under the HIDS 
Act.”’ 


Although the shareable portion of the total costs of $73,599,011 was claim- 
able from Canada under the Hospital Insurance and Diagnostic Services Act, the 
Ministry of Health had only received advances for Canada’s share of these costs 
for January, February and March 1975. The costs for this three month period 
amounted to $24,433,525. Advances had not been received with respect to expen- 
ditures for the period from April 1974 to December 1974. These latter expendi- 
tures totalled $49,165,486, and according to Regulations under the Act governing 
‘*Returns’’ and **Advances’’, should, in our opinion, have provided an additional 
advance from Canada in excess of $23,000,000. 


We recommended that a claim be filed immediately and that every effort be 
made to obtain Canada’s acceptance of these expenditures prior to the final cost 
determination in 1976. 


Remittances by Canada under the Medical Care Act are the largest payments 
still being made by cheque for a major cost-sharing program. In addition to the 
two or three day transmittal time required to make such remittances by cheque, 
there 1s a risk of loss or delay in the mails. In one instance a cheque in the amount 
of $22,702,400 mailed from Ottawa on September 9, 1975 had not reached the 
Toronto office by September 17, 1975. A duplicate cheque was issued and sub- 
sequently deposited on September 18, 1975. In another instance in March 1974 a 
cheque for $10,000,000 was lost and later replaced. This $10,000,000 payment 
was expected to arrive on or about March 15, 1974, but the replacement cheque 
was not available for deposit until March 25, 1974. In both of these situations the 
Province suffered an interest loss of several thousand dollars. 


In the interest of prompt transmittal and security of funds we felt that the 
Ministry should make further representation to Canada to remit future payments 
in the form of bank transfers. 
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The Deputy Minister wrote to us on December 16, 1975 and advised that: 


“It is quite true that the Federal authorities have stated that they will not be 
able to make any advances on 1974 expenditures totalling $49,165,486 until 
the final settlement is made under the Hospital Insurance and Diagnostic Ser- 
vices Act for 1974. 


‘‘As the sharing on this is a substantial sum to the Province, I wrote to the 
Deputy Minister of National Health and Welfare, Mr. Jean Lupien on No- 
vember 18, 1975 and requested that he give this matter his personal attention 
because apparently his officials were not able to make the advance. To-date | 
have not received a reply from him.”’ 


and 


‘Our people have tried repeatedly to have the advances under the Medical 
Care Act made to Ontario by bank transfer rather than through the mails. 
Years ago, we were able to arrange for the monthly advance under the Hos- 
pital Insurance and Diagnostic Services Act to be made by bank transfer, but 
different officials authorized the advance under the Medical Care Act, and 
they claimed that to make a change for Ontario would require a change for all 
other Provinces, with a resulting effect on their treasury cash flow. 


‘*However, at the meeting here with the Federal officials on December 3rd, 
the request for a payment of advances by bank transfer was discussed at 
some length, and because there has been some reorganization in the person- 
nel who handle these matters in National Health and Welfare, there are indi- 
cations that our request to go to bank transfer will be accepted.”’ 


107. Excessive Number of Participants per Claim History Records, Ontario 
Health Insurance Plan, Ministry of Health. Subscribers and dependants are 
not pre-registered in the Ontario Health Insurance Plan (OHIP) system. Contracts 
are classified as either single or family. Subscribers and dependants are termed 
participants and are set up on the claim history records from details on claim cards 
submitted to OHIP by providers of services. Participant’s identification on an in- 
coming claim is compared to participants’ identification previously recorded in 
the computer claim records, establishing a point score for a successful match of 
each of first name, birth date and sex. A match condition results when total point 
score equals or exceeds an established minimum. Where, however, less than the 
established minimum point score is accumulated a new participant is created. 
Submission of inaccurate information by the provider of the service can, there- 
fore, result in a participant being recorded more than once. When this occurs 
many of the claim analysis controls in the computer program will not be effective, 
and overpayments and duplicate payments can result. 


We noted that the total number of participants on OHIP’s claim history rec- 
ords as at July 31, 1976, as adjusted for the 1974 file purge, was 12,748,793. 
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This total compared most unfavourably with the estimated population for Ontario 
at June 1, 1975, according to Statistics Canada, of 8,226,000. Additional claim 
history file maintenance procedures were strongly recommended in this area. 


The foregoing was brought to the attention of the Ministry in our memoran- 
dum dated August 31, 1976. As at the date of this Report, September 30, 1976) 
the Ministry had not had sufficient time to respond. We are, therefore, unable to 
present the Ministry’s views in the matter. 


108. Improved Control Necessary, Ontario Drug Benefit Plan, Ministry of 
Health. The cost to the Ministry of Health for the above Plan for the nine month 
period ended December 31, 1975 amounted to $19,803,764. Under this plan cer- 
tain prescription drugs are supplied free to eligible persons. This is accomplished 
by reimbursing pharmacies and others supplying drugs to those individuals who 
are eligible. 


We learned in the course of the audit that duplicate payments to pharmacies 
occurred in August 1975 when items paid for on the second July payment run 
were repeated on the first August payment run, the total amount involved being 
$1.5 million. To prevent this recurring, steps were taken within data preparation 
to log all jobs submitted to the Data Centre, a function which had apparently been 
discontinued. In addition, the Ministry arranged that a review be made of all drug 
benefit system controls by a financial systems specialist from the Ministry of 
Government Services. A report on this review was not available at the conclusion 
of the audit. 


Profiles on pharmacies’ billings are produced to provide such details as the 
amounts earned by each pharmacist, the average cost per drug supplied and the 
average monthly number of prescriptions filled. Profiles reviewed at the time of 
the audit showed that the average drug claim for a number of pharmacies was 
quite high. Further investigation by officials of the Pharmacy Services Section led 
to charges being laid by the Ontario Provincial Police against one pharmacist. We 
understood that investigations of pharmacies whose claims appeared excessive 
were to be expanded in the future. This action should help to reduce possible 
abuses of the Plan. 


The Ministry subsequently advised: 


“The review of drug benefit controls was completed, and the recommenda- 
tions contained in a report dated October 20, 1975. The majority of the re- 
port's recommendations have been, or are in the process of being adopted; 
the data control instructions produced in November have been implemented, 
and they are currently in place to prevent duplicate payments. ”’ 


and 
‘‘Drugs and Therapeutics Branch have investigated a number of pharmacists 


and physicians in 1975. Four cases against pharmacists were forwarded to 
the Ontario Provincial Police with three still being investigated and one 
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being charged and given a nine-month prison term. Four pharmacists have 
been charged under The Health Disciplines Act through the Ontario College 
of Pharmacists. One physician was charged under The Health Disciplines 
Act through the College of Physicians and Surgeons. In all these cases 
money has either been recovered, or final payment cheques have been with- 
held awaiting a decision from the appropriate areas. 


‘*We feel that this record of charges proves that our auditing and investiga- 
tion system is effective and satisfactory.’’ 


109. Incomplete Control over Industrial Therapy Workshop Expenditures, 
Kingston Psychiatric Hospital, Ministry of Health. Industrial Therapy Work- 
shop expenditures amounted to approximately $101,700 in the period from Jan- 
uary 1, 1974 to March 31, 1976. These disbursements were originated by the 
workshop supervisor but they were not subject to review and approval by an In- 
dustrial Therapy Workshop Committee. We were informed that such a committee 
did exist but that it had not held any meetings or carried out its supervisory func- 
tion for a number of years. We pointed out that a regular review and approval of 
current financial transactions by the Industrial Therapy Workshop Committee was 
essential in order to provide an effective control over the Industrial Therapy 
operation. 


We were subsequently notified by the Ministry that: 


‘*The first meeting of the Workshop Services Committee was held on June 4, 
1976. Meetings will be held monthly to carry out the functions outlined in 
Vocational Workshop Procedures.’’ 


110. Insufficient Monitoring of Service Verification Letter Program, Ontario 
Health Insurance Plan, Ministry of Health. In order to obtain some indepen- 
dent verification that medical services were rendered in respect of claims paid, the 
Ontario Health Insurance Plan introduced a service verification letter program to 
check the accuracy of physicians’ billings. We ascertained that, in 1975, 30,000 
verification letters were sent out in each of seven districts and 15,000 verification 
letters were sent out in the other two districts. Under the program, replies to these 
letters are handled by the appropriate district offices. Any which require follow up 
are directed to the district medical consultants and, should major discrepancies be 
found, they are referred to the Director of the Professional Services Monitoring 
Branch for investigation. 


The information available regarding the effectiveness of verification letters is 
vague and incomplete, and it appears that such data has only recently been main- 
tained on file. District Offices have been requested to submit pertinent data to the 
Claims Services Branch but response to this has been poor. From a review of the 
available information it seer... 4 that the number of verification letters returned un- 
delivered was exceptionally high in one District, while in another the percentage 
of completed replies was abnormally low. 
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The report by the Audit Branch on the Service Verification Activity for the 
period September |, 1973 to November 30, 1974, issued on February 19, 1975, 
was reviewed and a request made for audit reports on work done subsequently in 
this connection. The reply to this request was that this was an ongoing audit and 
that a report would be issued in March 1976. 


The Ministry responded to these comments on September 3, 1976: 


‘It has been found that a very small percentage of returns are meaningful 
and are acted upon. The addresses, incidentally, are provided by the physi- 
cian on the claim card. 


‘*The Audit Branch was unable to produce the report scheduled for March, 
1976. As you are aware, priority had to be given to the area of Private La- 
boratories. The review, however, will be continued and incorporated as part 
of the OHIP District Office audits.”’ 


111. Medical and Practitioner Review Committees, Ontario Health Insur- 
ance Plan, Ministry of Health. Records maintained by the Ontario Health In- 
surance Plan (OHIP) indicated that over 50 million fee-for-service claims were 
processed during the 1975-76 fiscal year for a payment total in excess of 
$728,000,000. Approximately 94.5 per cent of the fee-for-service payments were 
made for medical services and 5.5 per cent for practitioner services (i.e. services 
related to chiropody, chiropractic, dentistry, optometry and osteopathy). 


We reviewed procedures adopted by OHIP to protect against possible abuses 
of the Plan. Particular emphasis was placed on the function and operation of the 
Medical Review Committee and the various Practitioner Review Committees. 
Our observations and recommendations were as follows: 


MEDICAL REVIEW COMMITTEE 
Organization of Committee 


The Medical Review Committee (MRC) was established in September 1971 
under The Health Services Insurance Act, and was continued under section mie! 
of The Health Insurance Act, 1972, as a committee of the College of Physicians 
and Surgeons. The Act requires that the committee consist of not more than six 
members appointed by the Minister from among the persons nominated for such 
purpose by the College of Physicians and Surgeons, and two members who are 
not physicians or practitioners, appointed by the Minister. At the time of our re- 
view the Committee was composed of eight members who were serving a term of 
one year commencing September 27, 1975. 


The Act provides that remuneration be paid to committee members as the 
Lieutenant Governor in Council determines, and that expenses related to adminis- 
tration and the engaging of assistance be paid as approved by the Minister. A per 
diem rate of $175, together with necessary travelling and other expenses of the 
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Committee, was approved by Order in Council effective January 1, 1974. Total 
expenditure in respect of the Committee for the 1975-76 fiscal year, as compiled 
by the Ministry, amounted to $209,761. 


Duties of Committee 
The duties of the MRC are stated in section 5(4) of the Act: 


‘*The Medical Review Committee shall make recommendations to the Gen- 
eral Manager on any matter referred to it under section 22 and shall make re- 
ports and recommendations respecting any matter referred to it by this Act or 
the regulations or by the Minister, the Appeal Board or the College of Physi- 
cians and Surgeons and shall perform such other duties as are assigned to it 
by this Act or the regulations.’’ 


Under the Act the General Manager is required to refer any matter to the 
MRC where, in respect of insured services rendered by a physician, it appears to 
him that: 


(a) all or part of the insured services were not in fact rendered; 
(b) all or part of such services were not medically necessary; 


(c) all or part of such services were not provided in accordance with ac- 
cepted professional standards and practice; or 


(d) the nature of the services was misrepresented. 


Referrals to the MRC for the period April 1, 1972 to June 30, 1976, as re- 
flected by OHIP records at June 30, 1976, are summarized below. This summary 
includes cases selected by the MRC for review as a result of the application of the 
Quality Service Payment Formulae. This formulae approach was developed by 
the Committee but has since been discontinued. 





MRC Recommend- MRC Recommend- 
Period ; Cases Referred ation Made ation Pending 

Apr 1/72—Mar 31/73 171 17] al 
Apr 1/73—Mar 31/74 79 79 == 
Apr 1/74—Mar 31/75 129 9] 38 
Apr 1/75—Mar 31/76 136 pa | 109 
Apr 1/76—June 30/76 29 eit 28 

544 369 175 


As indicated in the preceding summary, 175 cases were pending MRC rec- 
ommendation including 38, or almost thirty per cent, of the cases referred during 
the year ended March 31, 1975. Long delays mitigate against the effectiveness of 
the referral system. We therefore recommended that procedures be reviewed with 
the objective of expediting the completion process. 


Recommendations of MRC 


Of the 369 recommendations made to date by the MRC, 115 recommended 
recovery action while 254 concluded that no adjustment was necessary. Where re- 
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covery action is recommended, the physician concerned may appeal the recom- 
mendation to the Health Services Appeal Board in accordance with the provisions 
of The Health Insurance Act, 1972. The Health Services Appeal Board is ap- 
pointed by the Lieutenant Governor in Council and ts to be composed of from five 
to nine members of whom not more than three shall be physicians. At June 30, 
1976 the Board was composed of nine members of whom two were physicians. 


We reviewed a number of the cases where the MRC had concluded that no 
adjustment was necessary. In some instances we noted that supporting reasons 
were not provided by the MRC nor were they requested by OHIP. In our opinion 
supporting reasons should be obtained for all MRC recommendations. 


From the inception of the MRC to June 30, 1976, OHIP records showed that 
$1,106,737 had been recovered as a result of the MRC’s recommendations. Ap- 
proximately $489,000 of this amount pertained to one physician for whom each 
monthly remittance was being reduced by 50 per cent, with subsequent adjust- 
ments made based on a Quality Service Payment Formulae calculation. An appeal 
dated June 3, 1975 had been made by the physician to the Supreme Court of On- 
tario and we were advised that the case was still pending. 


OHIP records as at June 30, 1976 also indicated that slightly in excess of 
$400,000 of recoverable amounts was outstanding with respect to MRC recom- 
mendations. In some cases recovery was being effected on an installment basis; in 
others appeals had been made to the Health Services Appeal Board or to the Su- 
preme Court of Ontario. We also observed in several cases that calculation by 
OHIP of the amount of overpayment had not been completed. This process is 
often quite time consuming and generally averages from two to three months. As 
an extreme illustration, one of the calculations outstanding at June 30, 1976 con- 
cerned a recommendation for recovery made by the MRC in December 1973. 


During the course of our review we noted a situation where in 1973 a referral 
was made to the MRC in connection with a physician who was billing the Plan 
through a corporate entity, a laboratory. The MRC recommended certain re- 
coveries which were calculated to be $66,475. An appeal was made by the physi- 
cian to the Health Services Appeal Board and, according to correspondence from 
the Ministry of Health counsel to the General Manager, the Board decided in Au- 
gust 1974 that neither the MRC. the General Manager nor the Board had the 
power under the existing legislation to order repayments by the physician, and 
that moneys were properly recoverable only from the named laboratory. 


As a result of this decision, OHIP counsel reviewed pertinent legislation and 
concluded that there was no authority under section 22 of The Health Insurance 
Act, 1972 for the MRC to recommend, nor for the General Manager to recover 
reimbursement for fees or Overpayment, in respect of services rendered by a 
health facility such as a medical laboratory. An amendment to section 22 of the 
Act was drafted with the objective of correcting the legislative deficiency. As far 
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as we could determine, however, the proposed amendment was being held in 
abeyance. 


PRACTITIONER REVIEW COMMITTEES 
Organization of Committees 


Amendments in June 1974 to The Health Insurance Act, 1972, provided for 
the establishment of five Practitioner Review Committees, one for each of Chiro- 
pody, Chiropractic, Dentistry, Optometry and Osteopathy. Each Committee is to 
be appointed by the Minister and is to consist of two members who are not physi- 
cians or practitioners and three members from the persons nominated by the gov- 
erning Board or College. Under the legislation every practitioner review commit- 
tee is a committee of the board or college that nominated persons appointed as 
members of the committee. 


As at June 30, 1976 four of the five committees had been appointed. The 
fifth, the Osteopathy Review Committee, had not. Although appointment is legis- 
latively required, possibly the relatively small claim payments made with respect 
to insured osteopathic services, approximately $500,000 for the 1975-76 fiscal 
year, has been a factor in the non-appointment of a Committee to date. The cur- 
rent term of the four practitioner review committees appointed to date is one year 
effective from March 1, 1976. 


The Act provides that remuneration be paid to committee members as the 
Lieutenant Governor in Council determines, and that expenses related to adminis- 
tration and the engaging of assistance be paid as approved by the Minister. Order 
in Council approval was obtained for a per diem allowance of $175 for the 
members and Chairman of the Chiropody, Dentistry, and Optometry Review 
Committees together with their necessary travelling and other expenses while so 
engaged. Order in Council approval was also obtained for a per diem allowance of 
$150 for the members and $175 for the Chairman of the Chiropractic Review 
Committee, plus travelling and other expenses. Total expenditure in respect of the 
committees for the 1975-76 fiscal year, as calculated by the Ministry, amounted 
to $87,843. 


Duties of Committees 


The duties of the Practitioner Review Committees are stated in section 5a(6) 
of The Health Services Insurance Act and parallel those previously referenced in 
respect of the Medical Review Committee. 


Under the Act the General Manager is required to refer any matter to the ap- 
propriate practitioner review committee where, in respect of insured services ren- 
dered by a practitioner, it appears to him that such services were not rendered, 
were misrepresented, were not therapeutically necessary or were not provided in 
accordance with accepted professional standards and practice. 
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Referrals to the Practitioner Review Committees (PRC) since their inception 
to June 30, 1976 are summarized below: 


PRC Recommena- PRC Recommena- 
Discipline Cases Referred ations Made ations Pending 
Chiropody 12 6 6 
Chiropractic 16 ZL 14 
Dentistry f Z >) 
Optometry 12 oy 8 
47 14 33 


Of the fourteen recommendations made to date by the PRC, ten recom- 
mended recovery action while four concluded that no adjustment was necessary. 
Calculations completed by OHIP at June 30, 1976 indicated approximately 
$170,000 was recoverable relative to practitioner review committees’ recommen- 
dations. As at that same date no recoveries had been effected. 


Where recovery action is recommended, the practitioner concerned may ap- 
peal the recommendation to the Health Services Appeal Board. OHIP records in- 
dicated that four such appeals had been made as at June 30, 1976. 


SUMMARY OF COMMITTEES’ ACTIVITIES 


The Committees’ activities described in the foregoing have been summarized 
for ease of reference. The summary is as at June 30, 1976. 


























Activity MRC PRG 

Oe Csi US Se x aie Panter ny Ree emen “enema, fe nt Aig Bing Doc = 5 544 47 

RECOMMEeMCAIOMS MACE su kus. terete enn ee ee eee 369 14 

Recommendations pending 741i. 2 eed, AUG. 2 ee hoe | 15 33 

544 47 

Reooveryvaction recommended 7): fer seuoeyes ae oe. vale ele ee ee 115 10 

RG ad Ms NGM Decesdaryitte. Sane ci 0s Waiei ceils Sita. de Ne Os gee 254 + 

369 14 

Decovor Ole ainmountseceived ij... diccsute ues cas, cee eave eee ce, Et $1,106,737 = 
Recoverable amounts not yet 

PESO ed (AD DIO Weems NSN. afer es, teary See eee il a $ 400,000 $170,000 





$1,506,737 $170,000 








SUSPECTED FRAUD REFERRALS 


OHIP records showed that from 1974 to June 1976 thirteen cases of possible 
fraud involving nine physicians, three practitioners and one commercial labora- 
tory were referred to the Ontario Provincial Police or to the Metropolitan Toronto 
Police. Most of these cases were also referred to the respective Review Commit- 
tees in accordance with section 22 of The Health Insurance Act, 1972. 


A summary listing of the thirteen cases did not indicate their status or dispo- 


REVENUE AND EXPENDITURE—COMMENTS 89 





sition. Based on available file information and inquiries made, we ascertained that 
in six instances the cases had been closed for various reasons (e.g. complaint not 
proved, not a breach of the Criminal Code, etc.), while in five other instances the 
cases were still deemed pending. As at June 30, 1976 one of these cases had been 
pending over one year, although we understand that a charge of fraud has since 
been laid, while the other four had been pending for periods ranging from two 
weeks to six months. 


Charges had been laid in the remaining two cases. In one of these cases a 
conviction was obtained, and we understand that the practitioner concerned was 
ordered to pay back OHIP $1,820. At June 30, 1976 no recovery had as yet been 
received by OHIP. 


The second case involved a practitioner who was tried and acquitted on three 
charges, one of which concerned defrauding OHIP of over $7,000. Correspond- 
ence on file indicated that, as a result of this court decision, The Health Insurance 
Act and Regulations may be deficient with respect to the meaning of ‘‘insured ser- 
vices’. The Director, Professional Services Monitoring Branch, OHIP was ad- 
vised on November 6, 1975 by the Director, Legal Branch that the counsel for 
OHIP would be examining the matter to determine whether a change in the legis- 
lation was necessary to ensure successful prosecution in the future. We recom- 
mended that any required changes in legislation be implemented as soon as poss- 
ible. 


The preceding comments were included in our memorandum dated August 
30, 1976 to the Ministry. As at the date of this Report, September 30, 1976, the 
Ministry had not had sufficient time to respond. We are, therefore, unable to pre- 
sent the Ministry’s views on the subject matter. 


112. Possible Conflict of Interest Regarding Ownership of Medical Labora- 
tories, Ministry of Health. An examination of payments to laboratories re- 
vealed that two doctors engaged in private practice, who were also medical direc- 
tors and presidents of laboratories, had referred their patients’ tests to their own 
laboratories. Although there appeared to be a possible conflict of interest in such 
cases, The Health Disciplines Act does not make specific reference to a conflict of 
interest in a situation in which a physician owns a laboratory to which he refers 
work. Although the appropriate regulating bodies for physicians had been asked 
by Ontario Health Insurance Plan officials to give some direction in this regard, a 
decision was still awaited at the completion of our audit in December 1975. 


Professional misconduct on the part of a physician is defined in section 26 of 
Ontario Regulation 577/75 under The Health Disciplines Act. One meaning of 
professional misconduct is having a conflict of interest but what constitutes this 1s 
not defined therein. In Ontario Regulation 576/75 relating to dentistry, section 51 
states that no member shall engage in the practice of dentistry where there is a 
conflict of interest, and this is defined as a member having a proprietary interest in 
a commercial dental laboratory. It therefore appears that the rules regarding medi- 
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cal laboratories are considerably more lenient than those applicable to dental la- 
boratories. 


On September 3, 1976 the Ministry indicated that: 


‘We have under consideration proposed regulations dealing with physician 
ownership of laboratories and referral practices which will resolve this situa- 
tion.” 


113. Possible Loss of Premium Revenue, Ontario Health Insurance Plan, 
Ministry of Health. The Province is subject to a possible loss of premium reve- 
nue as a result of the Ontario Health Insurance Plan permitting claims to be paid 
for patients who, in accordance with the information submitted, did not have in- 
surance coverage on the date the service was rendered. Ontario Health Insurance 
Plan Bulletin #4034 of February 1974 was issued to all medical participants in 
the Plan which advised that claims of this nature would only be paid until the phy- 
sician concerned had been notified that coverage was not in effect. 


The above notification was to be provided by placing a ‘‘J-8’’ code designa- 
tion beside the appropriate claims on the Remittance Advice forms when the first 
such claims were paid. The bulletin also indicated that subsequent claims on be- 
half of the same individuals would be rejected until the particular eligibility prob- 
lems had been resolved. 


Our prior audit memorandum to the Ministry commented that no attempt had 
been made to accumulate or evaluate the usage of the “‘J-8’’ code. We could find 
no evidence during our most recent audit to indicate that this situation had 
changed. While it is conceded, as Suggested by the Ministry, that there will not be 
premium revenue lost respecting claims paid for individuals entitled to free cover- 
age, it is suggested that the actual loss of premium revenue can only remain a mat- 
ter of conjecture if no evaluation is made of the usage of the ‘‘J-8’’ code. 


From information submitted to the Plan concerning admissions to general 
hospitals reports are prepared, indicating for each hospital those patients who 
were not insured at the time of their admission. The hospital eligibility testing unit 
contacts all such persons and advises them that, unless the appropriate premiums 
are paid to the Plan, they will be responsible for the payment of their hospital 
bills. In the 1975-76 fiscal year premium payments in excess of $280,000 were 
recovered in this respect. Since a system is in operation for recovery of premiums 
from persons found to be uninsured on admission to hospital, it would appear that 
consideration should be given to a similar premium recovery arrangement for un- 


Insured persons receiving medical services who can be identified from the ‘‘J-8”’ 
coding. 


Our comments were included in a memorandum dated August 27, 1976 to 
the Ministry. As at the date of this Report, September 30, 1976, the Ministry had 


not had sufficient time to respond. As a result, we are unable to present the views 
of the Ministry. 
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114. Review of Physicians’ Earnings, Ontario Health Insurance Plan, Min- 
istry of Health. Statistics are maintained by the Plan on high earning physi- 
cians. During our audit twenty physicians were selected for review, being those 
with the two highest earnings in each specialty in the 1974-75 fiscal year. Fifteen 
were found to be affiliated with either laboratories or radiological services within 
hospitals, four were associated with clinics and one was solely in private practice. 
A review of Plan data on the four associated with clinics indicated that three had 
little or no clinical practices and one had clinical earnings of approximately one 
half of his total earnings. 


Data concerning the five doctors not affiliated with either laboratories or ra- 
diological services in hospitals was referred to the College of Physicians and Sur- 
geons. Reports were subsequently received from the College that investigation of 
three physicians disclosed no violation of The Health Insurance Act, 1972, sec- 
tion 22(2)(c), which pertains to the provision of services in accordance with ac- 
cepted professional standards and practice. No comment had been received on the 
other two at the time of our review. 


A brief survey was also made during the audit of the Plan earnings of physi- 
cians employed in the Ontario Public Service or as medical officers of health at 
the various health units. The regulations regarding special licences issued by the 
College of Physicians and Surgeons state that Public Service licences may be is- 
sued to physicians in full time employ of the Crown in right of Ontario or a Board 
of Health as defined by The Public Health Act. Similar provisions are embodied 
in Ontario Regulation 577/75 made under The Health Disciplines Act, except for 
physicians employed by a local board of health of a municipality or a health unit 
who only qualify for a Public Service licence if they held the same at the time this 
Regulation came into force. Section 18 of the latter Regulation states that it is a 
condition of a Public Service licence that the licensee engage in the practice of 
medicine only in the course of his employment by an employer who is defined 
elsewhere in that Regulation as the Crown in right of Canada or Ontario or agen- 
cies thereof. 


The intent of these regulations would seem to be to prevent licensees with 
Public Service licences from engaging in private practice unless there is a demon- 
strated need for such activity. We recommended that a review be made of all phy- 

sicians employed full time in the Ontario Public Service who are registered with 
the Ontario Health Insurance Plan to ascertain: 


(a) if such registration is necessary; 
(b) the types of licences held by them; and 
(c) the reasons for any to hold other than a Public Service licence. 


| With respect to the foregoing recommendation, the Ministry replied as fol- 
lows: 


‘‘We have requested through our Human Resources Branch an up to date 
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listing of physicians (both permanent and full time contract) in order to com- 
mence the review as recommended. ’’ 


115. Subrogation Recoveries, Ontario Health Insurance Plan, Ministry of 
Health. Section 35 of The Health Insurance Act, 1972 provides that where, as 
the result of the negligence or other wrongful act or omission of another, an in- 
sured person suffers personal injuries for which he receives insured services under 
this Act, the Plan is subrogated to any right of the insured person to recover the 
costs incurred for past insured services and the cost that will probably be incurred 
for future insured services, and the General Manager may bring action in the 
name of the Plan or in the name of that person for the recovery of such cost. 


In many instances of subrogation recoveries legal fees and other expenses are 
incurred in obtaining settlements of hospital and medical costs. These costs are ei- 
ther deducted from the costs recovered or billed to the Plan separately. Section 60 
of Ontario Regulation 323/72, made under The Health Insurance Act, 1972 refers 
to these costs and states, in part, that: 


‘*. . . where an insured person obtains a final judgment in an action in which 
he includes a claim on behalf of the Plan, the Plan shall bear the same pro- 
portion of the taxable costs otherwise payable by the insured person, whether 
on a party and party basis or on a solicitor and client basis, as the recovery 
made on behalf of the Plan bears to the total recovery of the insured person in 
thepaction yah. 


In the majority of files examined during the review, we could not determine 
that the costs borne by the Plan had been correctly computed because the total re- 
coveries and total costs for the individual cases had not been recorded. It would 
appear from this review, however, that costs approximating 10 per cent of the 
amounts recovered by the Plan have been considered acceptable charges. In two 
of these settlements, where complete information on total costs and recoveries 
was available, it was noted that the costs borne by the Plan exceeded the percent- 
age allowable by Ontario Regulation 323/72. 


We suggested that a form should be designed to show the taxable costs ac- 
ceptable by the Plan and the method of their computation in accordance with the 
related legislation. This form should be forwarded to each lawyer concerned when 
a new subrogation case is opened with a request to have the form completed and 
returned to the Ministry, along with full details of total costs and total recoveries, 
when settlement has been effected. 


Under present arrangements the Plan relies on information obtained from 
non-government sources regarding accidents in which personal injuries are sus- 
tained as the result of negligence by other parties. These sources include the insur- 
ance industry, which is required to advise the Plan of such accidents under section 
40 of The Health Insurance Act, lawyers, hospitals and para medical facilities. It 
is possible, however, that details of all such accidents are not reported by these 
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sources and as a consequence any related recoveries of costs would not be realized 
by the Ministry. This possibility was apparently recognized by Ministry officials 
who have felt that if copies of accident reports involving injuries were supplied by 
the Ministry of Transportation and Communications they would be certain that all 
collisions in the Province resulting in injuries were reported to them. A submis- 
sion to this effect has been made by the officials concerned in the Ministry of 
Health, and it is understood that the Ministry of Transportation and Communica- 
tions has now agreed to report to the Ontario Health Insurance Plan all accidents 
in the Province resulting in injuries. We understand that the new arrangements are 
to be implemented on October |, 1976. 


Our comments were included in a memorandum dated August 27, 1976 to 
the Ministry. As at the date of this Report, September 30, 1976, the Ministry had 
not had sufficient time to respond. As a result, we are unable to present the views 
of the Ministry. 


116. Substantial Payments to Insured Persons re Psychotherapy Services, 
Ontario Health Insurance Plan, Ministry of Health. A review of payments to 
insured persons indicated that substantial amounts were being paid with respect to 
psychotherapy services rendered on a regular basis. For example, in 1974-75 total 
payments for such services exceeded $5,500 in each of thirty-seven instances, for 
a total expenditure of $225,476. In twelve of the thirty-seven cases examined the 
individuals receiving the services were physicians, mainly psychiatrists and gen- 
eral practitioners. In fact, a significant part of the Plan earnings of a few physi- 
cians was derived from insured services provided to fellow practitioners. 


It is understood that under a predecessor non-government medical insurance 
plan a limit was imposed on the number of psychotherapy treatments paid in a 
stipulated period. However, no such limitation exists under the government plan. 
We recommended that psychotherapy services be reviewed with a view to again 
limiting the number of treatments paid in a stipulated period. 


The Ministry subsequently commented as follows: 


“We presume that audit representatives saw our proposal on the subject of 
psychotherapy services which to date is not acceptable to the Association. 
However, this is one of several items that we are continuing to discuss with 
the Ontario Medical Association.” 


117. Waiver of Licensing Requirements, Ministry of Industry and Tour- 
ism. In previous Reports we have commented as follows: 


‘The Tourism Act, 1972 requires a person operating a tourist establishment 
to obtain a Tourist Establishment Licence, and the Regulations made under 
the Act govern the issuance of licences and the payment of the related fees. It 
has been the policy of the Ministry to waive this requirement for any estab- 
lishment that is licensed under The Liquor Licence Act. Consideration 
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should be given to making provision for these exemptions in The Tourism 
Act, 1972 to ensure that Ministerial policy does not contravene the legisla- 


oi) 


tion. 


A Ministry reply to this comment was issued on July 14, 1975, which stated, 
in part, that: 


‘The Justice Policy Field Committee of Cabinet has asked for recommenda- 
tions to resolve the practical and legislative conflict arising from the Min- 
istry’s practice of not licensing tourism establishments which are licensed 
under The Liquor Licence Act.”’ 


and, 


“It is expected that a recommendation will be ready for presentation to the 
Justice Policy Field Committee of Cabinet by the end of July 1975.”’ 


During the period under review the Ministry continued the practice of waiv- 
ing the licensing requirement for any establishment that was licensed under The 
Liquor Licence Act. On March 2, 1976, an opinion on this matter was issued by 
the Provincial Secretariat for Justice which recommended that: 


‘Responsibility for tourist establishments would rest at the municipal level 
with municipalities deciding whether or not to issue a tourist licence.”’ 


We felt that positive steps should be taken to resolve this matter without fur- 
ther delay in order to ensure that Ministry policy does not contravene the related 
legislation. We were subsequently advised by the Ministry that: 


‘Positive steps to resolve the question of Tourist Establishment Licensing 
and related fire inspections are continuing to be taken. 


“The June 10, 1976 minute of the Cabinet Committee on Justice directed 
that recommendations on the entire matter of licensing tourist establishments 
and related fire inspections be submitted to Cabinet for decision. A report 

_ has been submitted to Cabinet and is expected to be included on an August, 
1976 Cabinet Agenda.”’ 


118. Improvements Recommended in Inventory Control, Ministry of La- 
bour. A review of the equipment inventory was carried out and the following 
comments relate to certain omissions from the January 1976 inventory control 
printout and to other audit findings: 


(a) A number of cameras and pocket calculators held by some field offices 
did not appear on the printout. We understood that the field offices main- 
tain records of equipment allocated to them and we recommended that 
these records be reconciled with the central inventory control to ensure 
that all such equipment is properly accounted for. 


(b) Several typewriters for which identification numbers had been assigned 
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but not attached were also excluded from the inventory printout pending 
confirmation from the supplier’s representative that the equipment had 
been received by the Ministry in proper working order. To insure that 
such equipment is accounted for we recommended that the regular inven- 
tory listing be supplemented by a list of equipment on which identifica- 

tion numbers had been assigned but not attached. 


(c) A number of vehicles owned by the Ministry were recorded on the 
Equipment Services Record cards but excluded from the printout. It was 
understood that this inventory list would be amended to include the vehi- 
cles previously omitted. 


The stationery stores inventory and records were checked and we noted that 
withdrawals by the Administrative Services Branch were not signed for by the re- 
cipient although they were approved at a later date. We felt that control would be 
improved if all withdrawals were signed for by the recipient at the time of issue. 


The Ministry subsequently advised as follows: 


‘“‘(a) The auditor’s recommendation has been accepted so that the records of 
equipment maintained in the field offices are being reconciled with the 
central records to ensure an accounting of all equipment. 


‘*(b) our procedure for assigning inventory identification decals to type- 
writers has been revised to ensure the level of control suggested by the 
auditor. | 


‘““(c) The Ministry’s computer based inventory of government owned vehi- 
cles has been reconciled with the Equipment Services Records cards so 


that all omitted items have been picked up as suggested by the audi- 
Le) tei 


and 


“The auditor’s suggestions regarding the withdrawal of items from inven- 
tory stores for the use of Administrative Operations Section have been imple- 
mented. The recipient of these items is signing for the items at the time of 
issue.” 


119. Apparent Under-Utilization of Aircraft, Ministry of Natural Re- 
sources. The flight reports of three passenger-carrying aircraft based in the 
Toronto area were reviewed for the period from April 1, 1975 to March 31, 1976 
to test conformity to the operating terms of the Ministry’s commercial air service 
licence and to analyse the aircraft usage. Two of the aircraft subject to review 
were the property of the Ministry while the third aircraft had been leased from a 
commercial organization by the Ministry at an approximate annual rental of 
$216,842, exclusive of operating costs and insurance. 


_ This review indicated that the three aircraft completed a total of 369 flights, 
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excluding those for testing purposes, during the 1975-76 fiscal year for a total fly- 
ing time of 997.6 hours. Of these totals, the rental aircraft was employed for 121 
flights which required 349 hours of flying time. 


We suggested that the Ministry should review the utilization of these aircraft 
to re-assess the necessity of maintaining three flight units for passenger service. 
We felt also that consideration should be given to a study to determine if any fi- 
nancial benefit would be gained through the exercise of the purchase option con- 
tained in the lease agreement for the rental aircraft. 


Our comments were included in a memorandum dated August 31, 1976 to 
the Ministry. As at the date of this Report, September 30, 1976, the Ministry had 
not had sufficient time to respond. We are, therefore, unable to present the Min- 
istry’s views in the matter. 


120. Home Buyers Grants Administered by Ministry of Revenue. The On- 
tario Home Buyers Grant Act, 1975 which came into force on April 8, 1975, to- 
gether with the Ontario Regulations made thereunder, provide for the payment of 
grants to first-time home buyers. Funds for the payment of these grants in the 
1975-76 fiscal year were appropriated by the Legislature under the Home Buyers 
Grant Program of the Ministry of Housing. The administration of this grant SYyS- 
tem was carried out by the Ministry of Revenue with the total grant expenditure 
being transferred by journal entry to the Ministry of Housing. Grants in excess of 
$84.7 million were made in the fiscal year ended March 31, 1976 and are re- 
flected on page 143 of Volume | of the 1975-76 Public Accounts. 


The maximum grant of $1,500 is payable in three instalments, each on the 
application of the home buyer; $1,000 upon approval of the original application 
following occupancy of the housing unit and $250 on each of the first and second 
anniversaries of the date of approval. An application for a grant must be accom- 
panied by copies of the agreement of purchase and, where applicable, the regis- 
tered deed to the property. However, other critical information required on the ap- 
plication, such as whether it is a first-time home to be used as a principal 
residence and the date residency commenced, is usually not supported by inde- 
pendent documentation, and reliance is placed to a large extent on the integrity of 
the applicant in submitting correct information. 


The applications are reviewed by the Operations Section which contacts the 
applicant if the information provided is incomplete or unclear. Doubtful and se- 
lected cases are referred to the Benefits Control Section for pre-audit and, if nec- 
essary, field investigation. 


The Benefits Control Section had pre-audited 478 applications to March 31, 
1976 and rejected 105 of these as ineligible. In addition, this section together with 
a special group, a total of 30 persons, examined on a post-audit basis 1,730 paid 
applications and found that 167, or approximately nine per cent, were ineligible 
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for payment. At the time of our review recovery procedures were in progress on 
all of these payments. 


In the course of our examination of applications we noted that, in the early 
part of the program, criteria on grants for housing units in condominiums required 
that the date of the ownership registration must fall within the period of eligibility. 
Subsequently, the Ministry required that the date of occupancy must fall within 
the period of eligibility in accordance with its interpretation of Regulation 310/75 
filed on April 24, 1975. The Regulation was deemed to have come into force on 
April 8, 1975. As a consequence, some applications previously rejected under the 
original criteria were now eligible for grants, and others previously approved and 
grants paid were now ineligible. In these latter cases recovery procedures were in- 
itiated. 

The Ministry’s accounts receivable records show that, from the inception of 
this program to March 31, 1976, recovery procedures were initiated with respect 
to 101 grants totalling $101,000. During this period $32,130 was recovered and 4 
grants totalling $4,000 were found to be valid, leaving a balance receivable of 
$64,870 at March 31, 1976. 


We understand that the Benefits Control Section, together with the special 
group, will continue its program of reviewing applications during the 1976-77 
fiscal year. 


121. Recommendation re Ontario Police College Library Fund, Ministry of 
the Solicitor General. In December 1974, the Richard Ivey Foundation ad- 
vised the Ontario Police Commission that a $100,000 grant had been authorized 
for the acquisition of books and journals for the library of the new Ontario Police 
College at Aylmer. It was agreed that the funds would be administered by the On- 
tario Police Commission and would be payable in two instalments of $50,000 
each. The first instalment was paid on June 1, 1975 and the second instalment on 
January |, 1976. The grant was designated as the Ontario Police College Library 
Trust. 


This grant was the subject of comment by the Internal Audit Branch of the 
Ministry in a ‘‘Report on an Audit of the Ontario Police College, Aylmer, for the 
period ended August 31, 1975’ which was issued to the Deputy Solicitor General 
on December 11, 1975. The Report stated, in part, that: 


‘The Ontario Police Commission, at the time of audit had not set up proper 
| accounting records or controls to administer this fund. . . .”’ 
| and 
| ‘It is strongly recommended that the Ontario Police College Library Fund be 
transferred to the Consolidated Revenue Fund and designated as a special 
trust account. In this way the trust fund can be separately identified, earn in- 
terest at a reasonable rate and all expenditures from the fund can be subjected 
to formal Ministry accounting and purchasing controls.” 
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No action had been taken with respect to this recommendation at the termina- 
tion of the current audit review, May 31, 1976, nor had adequate records been es- 
tablished by the Ontario Police Commission to provide a measure of control over 
the trust funds. We felt that the recommendations made by the Internal Audit 
Branch should be adopted without further delay. 


The foregoing comments were included in our memorandum dated Sep- 
tember 2, 1976 to the Ministry. As at the date of this Report, September 30, 1976, 
the Ministry had not had sufficient time to respond. We are, therefore, unable to 
present the Ministry’s views in the matter. 


122. Costs Not Yet Recovered, Ministry of Transportation and Communica- 
tions. In our 1974-75 Report (section 118) we commented that a portion of land 
and construction costs in connection with construction of Highway 427 was 
chargeable to the Borough of Etobicoke. The amount recoverable under Contract 
72-154 was subsequently determined at $574,616 and a billing was issued to the 
Borough in that amount on May 28, 1975. This amount was still outstanding at 
the conclusion of our most recent audit, April 30, 1976, and we recommended 
that recovery efforts be intensified. 


Our 1974-75 Report (section 121) also made mention of an agreement dated 
June 16, 1971 under which the Minister of Transportation and Communications 
agreed to alter the pattern of a service road and construct an additional section of 
road for the benefit of the Council of an Indian Band. In consideration of this, the 
Council was to pay the Province an amount of $50,000 prior to the execution of 
the agreement. The Minister of Indian Affairs and Northern Development for 
Canada was to have been a party to the agreement but apparently had not signed 
it. Also, the Council did not pay the $50,000 to the Province but nevertheless the 
road work was completed at a cost in excess of $53,000. At the completion of our 
most recent audit the situation remained unchanged. Meetings have been held 
with the Council, the last being on April 13, 1976, but the Ministry has been un- 
able to recover these costs. We recommended that this matter be pursued fur- 
ther. 


During this most recent audit we also noted that the Ministry’s records as at 
January 12, 1976 showed a balance of $862,565 due from The St. Lawrence 
Seaway Authority. The major portion of this balance represented the recovery of 
costs of the East Main Street tunnel crossing in Welland. The amount of $464,194 
has been outstanding since December 14, 1972. In view of the large amount in- 


volved and the length of time this account has been outstanding, we urged that the 
situation be resolved as soon as possible. 


On August 25, 1976 the Ministry responded to our comments as follows: 


With reference to the portion of the land and construction costs in connec- 
tion with the construction of Highway #427, chargeable to the Borough of 


| 


REVENUE AND EXPENDITURE—COMMENTS 99 

SE ee ee ee ee ee ee 

Etobicoke, the amount recoverable under contract 72-154 in the amount of 
$574,616.00 has now been received.”’ 


and 


“The Auditor’s reference to the agreement dated June 16, 1971 between the 
Minister of Transportation and Communications and the Council of an In- 
dian Band in the Sarnia area conclude with a recommendation that the matter 
be pursued further. It is only fair to comment that the matter has been 
vigorously pursued by the Regional Director in the Southwestern Region and 
our Legal Services staff from the very beginning, without any success to 
date. The Indians do not deny that the money is owing but, have indicated 
that they will not sign the agreement nor will they pay the funds until a dis- 
pute over Highway #40, which passes through the Indian territory, has been 
resolved. Negotiations between the Ministry staff and the Council of the In- 
dian Band continue, but so far there is no change in the position.”’ 
and 
‘Negotiations with the St. Lawrence Seaway Authority regarding the bal- 
ance of $862,565.00 outstanding as at January 12, 1976, are being contin- 
ued. After further pressure an amount of $500,000.00 was received in June 
1976 towards the balance outstanding on the East Main Street Tunnel cross- 
ing and in July 1976, $46,000.00 was recovered re Port Colborne, thus com- 
pleting recovery on the Port Colborne project. The balance of approximately 
$316,000.00 oustanding on the East Main Street Tunnel contract will take 
some time to finalize because of a very large claim outstanding from the con- 
tractor, which the Ministry staff is negotiating directly.”’ 


123. Delayed Settlement of Amount Recoverable under GO Transit Bus Ser- 
vice Agreement, Ministry of Transportation and Communications. In our 
1973-74 Report (section 128) we made the following comment with respect to GO 
Transit Bus Services: 


“An agreement between the Ministry and a transportation company was 
made on April 6, 1971 to operate certain bus services between Toronto and 
outlying areas. This agreement expired on December 31, 1972 and, as at 
May 31, 1974, a new agreement had not been executed. In the interim the 
service is being operated under the terms of the expired agreement. Under 
Clause 12 of the agreement, when net profits of the transportation system ex- 
ceed $600,000 in either of the calendar years 1971 or 1972, a formula will be 
determined to allow the Ministry to participate in any net profits over and 
above $600,000. In the year ended December 31, 1972, the excess net prof- 
its were $454,197 and the Ministry has requested a 37'2 per cent share in the 
amount of $170,325. There appears to be no urgency on the part of the trans- 
portation company to effect a settlement or execute a new agreement.” 
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This situation was unchanged at the conclusion of our most recent audit 
(September 30, 1975). The Ministry had continued to request a 37% per cent 
share in the excess profits and this share was reported by an official of the Min- 
istry to be approximately $280,000 for the two years ended December 31, 1973. 
However, we were advised that the Toronto Area Transit Operating Authority 
was then in the process of negotiating a settlement under clause 12 of the old 
agreement. The Authority was also endeavouring to negotiate the terms of a new 
agreement. 


On January 27, 1976 the Ministry responded as follows: 


“In response to the comment concerning the agreement with a transportation 
company which expired on December 31, 1972, it is anticipated that a new 
agreement will be forthcoming in the very near future. The Toronto Area 
Transit Operating Authority, on behalf of the Ministry, has now reached 
agreement in principle, to the terms and conditions (including the settlement 
of Clause 12) to be attached to an extension of the expired agreement to Feb- 
ruary 15, 1976. At that time, a new agreement between the Authority and the 
operator will come into force. The draft agreements are presently being pre- 
pated.” 


124. Lack of Adequate Control Procedures re Licensing of Motor Vehicle In- 
spection Stations, Ministry of Transportation and Communications. A rela- 


tively new Ministry project, which commenced on September |, 1974, included — 


the licensing of motor vehicle inspection stations, the registration of motor vehi- 


| 


cle inspection mechanics and the sale of safety standard certification forms. In our 
prior audit of relevant records and procedures, we had observed that the computer | 
programs in effect at the time of the audit did not provide for any financial con- 
trols over the number of licences and certificates issued or the number of me-— 


chanics registered. At the commencement of the project the computer programs 
had not been finalized and, as a consequence, requests for further supplies of cer- 
tificates had to be filled at the District Office level rather than through the Main 


Office. However, since no records of District Office issues were maintained at — 


Main Office, even the control] over the number of issued certificates was lost. 
The Ministry subsequently advised that: 


. the required automated controls are being introduced as quickly as 
they can be implemented. In the meantime the required records are being 


maintained manually. A full audit trail program by computer should be avail- 
able by June or July, 1975... .”’ 


At the time of the current audit review, the proposed automated controls had 
not been introduced and the manual controls, which were instituted during the 
period, had been discontinued, As a consequence there was still no control being 
exercised over the certificates issued to. or by, the District Offices. 


On May 25, 1976 the Deputy Minister wrote to us as follows: 


\ 
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“*. . . the Auditor comments on the lack of control being exercised over the 
number of licences and certificates issued or the number of mechanics regis- 
tered at Motor Vehicle Inspection Stations. I am advised that these controls 
are now in place and provide reports as to the number of safety standard cer- 
tificates issued to a station and fees received for same. In addition, they also 
allow for the determination of the number of certificates issued to a District 
Office for their contingency supply and the number of certificates issued 
therefrom by the District to the Motor Vehicle Inspection Station.’’ 


125. Severance Allowance Paid, Ministry of Treasury, Economics and Inter- 
governmental Affairs. Statutory payments for Urban and Regional Planning 
consist mainly of the salaries of the chairmen of the various regional municipal- 
ities. The first chairman of the Regional Municipality of Sudbury resigned as at 
December 31, 1975. Salary and related payments in respect of this position during 
the year ended March 31, 1976 amounted to $69,763, as reflected in Volume 3 of 
the 1975-76 Public Accounts. This total consisted of the following: 





| Salary $36,914 
Employee Benefits 3,412 

Vacation Credits 6,062 

Severance Allowance 22,310) 

_ $69,763 


Payment of the severance allowance was authorized in lieu of salary by 
Order in Council 3355/75 dated December 3, 1975. The amount of $23,375 so 
authorized was equivalent to six months’ salary. A new chairman of the Regional 
Municipality of Sudbury was appointed effective January 1, 1976 by Order in 
Council 3447/75 for a one year term at an annual salary of $30,500. 


The Standing Committee on Public Accounts in its Final Report dated Febru- 
ary 1975 recommended that guidelines be laid down in regard to the termination 
of employment contracts. However, the payment of this severance allowance did 
rot appear to be based on The Public Service Act or Regulations, or any stated 
zuideline. 


The Ministry advised as follows: 


“The severance allowance paid to the Chairman of the Regional Municipal- 
__ ity of Sudbury was based on section 94(1) of Regulation 749 in the absence 
___ of other guidelines for the termination of employment contracts. The Chair- 

man of the Regional Municipality of Sudbury had been in continuous em- 
| ployment with the Public Service since 1949 and was entitled to severance 
| pay up to a maximum of one half of his salary when he was terminated by 
| Order-in-Council December 3, 1975. 


‘The Order-in-Council was drawn up after consultations with the Chairman 
of the Civil Service Commission, the Management Board, the Cabinet Of- 
fice, and the Deputy Attorney General’’. 
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It should be pointed out that the recipient of the above-mentioned severance 
allowance also received the following attendance gratuities: 


(a) $10,278 in May 1969 following resignation from the Civil Service Com- 
mission and appointment to the Ontario Water Resources Commission, 
This amount was calculated in accordance with the Regulations under 
The Public Service Act and represented the equivalent of over four 
months’ salary at the rate in effect at the time of resignation. 


(b) $7,792 in August 1976 following resignation as Chairman of the Re- 
gional Municipality of Sudbury. This amount was approved by Order in 
Council 2078/76 and represented the equivalent of two months’ salary at 
the rate in effect at the time of resignation. 


Additionally, at the request of the Government the party concerned moved 
from Sudbury to Toronto prior to his resignation as Chairman of the Regional Mu- 
nicipality of Sudbury effective December 31, 1975. This move was completed in 
early December at an incurred cost to the Province of $11,295. At the date of this 
Report, September 30, 1976, all but $487.50 of these costs had been paid. Pay- 
ment of the outstanding amount was being withheld pending receipt of a waiver 
from the former Chairman disclaiming any rights he mignt have *‘to claim any 
further expenses or emoluments whatsoever from the Province of Ontario.”’ 


126. Board of Internal Economy. Section 85 of The Legislative Assembly 
Act reads, **The Board of Internal Economy may authorize the transfer of moneys | 
from one item of the estimates of the Office of the Assembly to another item | 
within the same vote and the Provincial Auditor shall make special mention in his 
report of any transfer under this section’’. In respect of the 1975-76 Expenditure 
Estimates, the Board of Internal Economy authorized the transfers of the follow- 
ing sums within Vote 201: 


(1) $19,000 from Item 1—Speaker: to Item 2—Clerk of the Legislative As- 
sembly $10,400, and to Item 10—Press Clipping Services $8,600. 


(2) $116,500 from Item 4—Hansard. and $12,500 from Item 5—Sessional 


Requirements, to Item 6—Members’ Indemnities, Allowances, Supplies 
and Communications. 


(3) $28,000 from Item 7—Members’ Support Services to Item 9—Adminis- 
tration. 


(4) $69,000 from Item 9—Administration: to Item 7—-Members’ Support 


Services $45,000, and to Item 8—Caucuses’ Support Services 
$24,000. 


127. Management Board Orders. Section 5 of The Management Board of 
Cabinet Act, 1971 provides that, where an appropriation is exhausted or a suffi- 
cient amount was not provided and the public interest or the urgent requirements 
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of the public service necessitate further payments, the Board may make an order 
authorizing payments to be made against such amounts as it considers proper. 


Ninety-three Management Board Orders were issued with respect to the 
1975-76 fiscal year. In total, expenditure of $289,905 ,005 was so authorized. The 
amounts authorized by Management Board Orders averaged approximately 
$3,100,000 and ranged from $15,000 to $57,400,000. A listing of Management 
Board Orders, showing the amounts authorized and expended thereunder, is in- 
cluded as Exhibit 5 to this Report. Every item included in each of the ninety-three 
Management Board Orders is detailed in the Exhibit. 


128. Special Warrants. Section 4 of The Management Board of Cabinet Act. 
1971 provides for the issue of a Special Warrant, when the Legislature is not in 
session, authorizing payment of an amount required to meet an expenditure not 
foreseen or provided for by the Legislature and which is urgently required for the 
public good. 


One Special Warrant was issued during the year ended March 31, 1976. It 
authorized an expenditure of $92,950 for the purpose of settling a claim by the 
‘North Bay Police Department for expenses incurred in the investigation of and 
search for an escapee during the period August 2nd to September Ist, 1975. The 
full amount of $92,950 was expended. 
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COMMENTS ON CROWN AGENCY TRANSACTIONS 


129. Introductory Comments. The term Crown Agency for purposes of this 
segment of the Report includes Boards, Commissions, Crown Corporations and 
other operations which are audited by the Provincial Auditor on an annual basis. 
Also included are similar agencies audited by public accountants subject to direc- 
tion or review by the Provincial Auditor. A listing of the Agencies involved for 
the year ended March 31, 1976 is included as Exhibit 10 to this Report. The audit 
of the various Agencies included a general review of accounting procedures and 
such tests of accounting records and supporting evidence as were considered nec- 
essary in the circumstances. 


Excluded from this segment of the Report are Crown Agencies which are au- 
dited by public accountants without any involvement by the Provincial Auditor. 
Agencies included in this category have been noted in section 2 of this Report. 
Also excluded from this segment of the Report are Corporations which are specif- 
ically described as not being Crown Agencies under governing legislation. Such 
entities, which include Ontario Energy Corporation and The Ontario Transporta- 
tion Development Corporation, are also audited by public accountants without 
any involvement by the Provincial Auditor. The auditors in these instances are 
elected by the shareholders in accordance with the provisions of The Business 
Corporations Act. 


130. Inactive Crown Agencies. As indicated in our 1974-75 Report (section 
137), one of the inactive Agencies, the Health Insurance Registration Board, was 
dissolved on July 8, 1975 by repeal of the relevant legislation. The other three 
Agencies remained inactive at March 31, 1976. The following comments are per- 
tinent thereto: 


ONTARIO DEPOSIT INSURANCE CORPORATION—On July 6, 1976 the Minis- 
ter of Consumer and Commercial Relations advised: 


“A new Credit Unions Act has been introduced to the Legislature, but I am 
sull awaiting proposed Federal legislation relative to deposit taking institu- 
tions. 


“Accordingly, I would still prefer to defer until a later date, any decision 
with regard to the future of the O.D.1.C.”’ 


THE SHERIDAN PARK CORPORATION—On June 4, 1976 the Executive Direc- 


tor, Administration Division, Ministry of Industry and Tourism notified us as fol- 
lows: 


“The draft Bill to provide an Act to repeal The Sheridan Park Corporation 


Act has been prepared (a copy attached), and it has been submitted for inclu- 
sion in the Legislation schedule. 


‘No doubt it will be tabled in due course.’ 
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THE ONTARIO TELEPHONE DEVELOPMENT CORPORATION—In a memoran- 


dum dated June 10, 1976 the Deputy Minister of Transportation and Communica- 
tions stated: 


‘There is still the possibility that it may be necessary to reactivate the On- 
tario Telephone Development Corporation. We do, however, anticipate a 
resolution of a pending problem within the next several months which would 
make the revocation of the Act feasible. 


“I will be pleased to inform you immediately on the Satisfactory resolution 
of the problem. In the interim, we would appreciate it if you would defer any 
action in respect of the Ontario Telephone Development Corporation Act 
until such time.”’ 


131. Newly Established Crown Agencies. The following Crown Agencies 
were established during the 1975-76 fiscal year. 


COMMISSION ON ELECTION CONTRIBUTIONS AND EXPENSES—established 
under The Election Finances Reform Act, 1975 which was given Royal Assent on 
May 2, 1975. This Act was passed for the purpose of regulating political party fi- 
nancing and election contributions and expenses. 


It is the duty of the Commission to ensure that every registered constituency 
association and registered candidate has appropriate auditing services in order to 


properly comply with the Act. Other duties include the reimbursement of candi- 
dates for election expenses in accordance with the provisions of the legislation. 


NORTH PICKERING DEVELOPMENT CORPORATION—established effective 
July 30, 1975 as a corporation without share capital under The North Pickering 
Development Corporation Act, 1974. The Corporation was established for the 
purposes of preparing a Plan for Development and of developing the North Pick- 


ering Planning Area in accordance with such Plan. 


OMBUDSMAN—established effective July 10, 1975 under The Ombudsman 


Act, 1975. The function of the Ombudsman is ‘‘to investigate any decision or rec- 
-ommendation made or any act done or omitted in the course of the administration 
of a government organization and affecting any person or body of persons in his 
or its personal capacity”’ 


SUPERANNUATION ADJUSTMENT FUND—established effective July 18,1975 
under The Superannuation Adjustment Benefits Act, 1975. The regulations under 
‘the Act designate the pension plans to which the Act applies. Pension plans so 

designated as at March 31, 1976 include the Teachers’ Superannuation Fund and 
certain contributors to the Public Service Superannuation Fund. 


\\ 


Contributors to applicable pension plans contribute one per cent of their sal- 
aries to the Superannuation Adjustment Fund. These contributions are matched by 


the employer. Recipients of benefits under applicable pension plans receive su- 


perannuation adjustment benefits which are paid out of the Fund. The superan- 
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nuation adjustment benefits are calculated in accordance with the provisions of 
the relevant legislation and are designed to adjust, within stipulated limits, regular 
pension benefits for changes in the Consumer Price Index for Canada. 


132. Audit of Newly Established Crown Agencies. The legislation under 
which the Commission on Election Contributions and Expenses, the North Pick- 
ering Development Corporation, the Ombudsman and the Superannuation Adjust- 
ment Fund were established, requires that the accounts and financial transactions 
of each Agency are to be audited annually by the Provincial Auditor. Accord- 
ingly, an audit of each Agency was completed for the period ended March 31, 
1976. 


133. Additional Crown Agency Involvement. During the 1975-76 fiscal year 
the Provincial Auditor’s audit responsibilities were extended to include the fol- 
lowing agency: 


THE OWEN SOUND TRANSPORTATION COMPANY, LIMITED—incorporated as 
a private company on March 10, 1921. The Company’s outstanding capital stock 
was purchased by the Ontario Northland Transportation Commission in October 
1973. 


The Company provides a ferry service for passengers and vehicles between 
Tobermory on the mainland and South Baymouth on Manitoulin Island. 


Prior to 1975 the Company was audited by a firm of public accountants. The 
Provincial Auditor was appointed auditor at a special general meeting of share- 
holders held on April 23, 1975. In accordance with this appointment an audit of 
the accounts and financial transactions of the Company has been completed for 
the year ended December 31, 1975. 


134. Method of Audit Reporting. A report was prepared on each Crown 
Agency audit performed during the year and was submitted to the Agency in- 
volved and to the responsible Minister. Observations and comments were made 
on matters noted during the audits. Included in the reports were recommendations 
for improvement in internal controls and in the general efficiency of the account- 
ing process. Matters raised which, in our judgment, are of interest or significance 
to the Legislative Assembly are included in subsequent sections of this Report. 
Not all of the subsequent comment is of critical nature; many of our comments are 
for informative purposes only. Generally speaking, the caption of the section will 
indicate whether the content is critical or informative. 


While we do not specifically request each Agency to respond to our audit 
findings and recommendations, a number of Agencies do furnish written replies 
to our reports. Relative views and opinions expressed in replies received from the 
Agencies have been included for informative purposes without further comment 


by this Office, but will be reviewed during subsequent audits of the respective 
Agencies. 
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135. Suggested Corrective Action and Other Recommendations Contained 
in 1974-75 Provincial Auditor’s Report. It is our practice to follow up on sug- 
gested corrective action and recommendations during our next audit of the partic- 
ular Crown Agency. The status of suggested corrective action and recommenda- 
tions contained in our 1974-75 Report is indicated in Exhibit 11 to this Report. 


136. Alcoholism and Drug Addiction Research Foundation—Various Rec- 
ommendations. At March 31, 1976 the balance sheet of the Foundation re- 
flected assets of $1,407,590 and liabilities of $1,202,217, resulting in a surplus of 
$205,373. The Foundation’s statement of Operations for the year ended March 31, 
1976 indicated income and expenses in the amounts of $11,163,407 and 
$10,543,392 respectively. The former figure included grants from the Province of 
Ontario in the amount of $10,114,900. 


In our previous audit report to the Foundation comment was made regarding 
the inconsistency in applying competitive bidding procedures in certain areas. 
Our current year’s review of the procedures used in purchasing major pieces of 


Scientific equipment indicated that, although the staff of the department involved 
_ purported to have made technical and financial comparisons, there was no indica- 


_tion of these efforts on file, and the purchasing office was not fulfilling its re- 
quired function. We recommended that a policy be laid down which requires that 


competitive bidding procedures must be undertaken, preferably by the purchasing 


Office, for all items over a certain value. 


The Foundation invests its surplus funds in term deposits. Such term depos- 


its, which at times are in excess of $1,000,000, amounted to $600,000 at March 


31, 1976, with interest rates ranging from 9.22 per cent to 10.10 per cent. On the 
other hand, the Foundation had a bank loan payable at March 31, 1976 in the 
amount of $109,744 bearing interest at 11 per cent. In view of the interest dif- 


ferential, we recommended that the Foundation consider discharging this bank 
loan, hence effecting a savings. 


In a memorandum dated April 15, 1976, the internal auditor called attention 


to the fact that numerous differences existed between the perpetual inventory rec- 
ords and the physical count. He also commented upon the lack of satisfactory se- 


curity in the stores area. We recommended that this memorandum be reviewed 
and corrective action taken as required. 


During the course of the year our staff made a review of the Foundation’s 
data processing procedures. A report thereon was sent to, and a response received 
from, the Director of Administration. One of our observations concerned the need 
for senior management to exercise direct control over significant system develop- 





ment and changes. The response agreed that a policy in this respect should be the 


responsibility of senior management, but, as yet, no policy statement has been 
Promulgated. We were informed that the other matters mentioned in the report 
(e.g. restriction of access to systems and program manuals and computer room fa- 


| 
| 


108 | AUDITOR’S REPORT FOR 1975-76 





cilities, written procedural instructions for user departments, etc.) were being at- 
tended to. 


137. Algonquin Forestry Authority—Questionable Expenditure. At March 
31, 1976 the balance sheet of the Authority reflected assets of $643,184 and lia- 
bilities of $1,143,649, resulting in a deficit of $500,465. The Authority’s state- 
ment of income and expense for the year ended March 31, 1976 indicated income 
and expenses of $1,100,663 and $1,526,527 respectively. The financial state- 
ments of the Authority are reproduced in Volume 2 of the 1975-76 Public Ac- 


counts. 


During our review of the Authority's financial transactions for the year we 
noted that the directors, in recognition of services performed, approved the dis- 
bursement of funds for a gift to a civil servant who, while in the employ of the 
Ministry of Natural Resources, was assigned to serve the Authority as pro tem 
Secretary. It is our opinion that the Authority should avoid making gifts to per- 
sons in the Ontario Public Service in recognition of services performed in circum- 
stances where the services so rendered are duty assigned. 


Upon examination of recruitment and relocation expense we also observed 
that, contrary to Government of Ontario personnel policy and procedures, new 
employees of the Authority, originally from the private sector, were reimbursed 
for legal fees incurred in the purchase of a residence, for more than 80 per cent of 
transfer costs, and for interim living expenses. We recommended that in future 
the Authority’s personnel policy and procedures should comply, where appro- 
priate, with the provisions of the Province of Ontario Manual of Administration. 


The Authority responded to our observations on August 4, 1976 and ad- 
vised: 


“In the matter of the gift to a Civil Servant, repetition of this action was 
averted in the case of the acting Treasurer. Now that the Authority is fully 
staffed, it is unlikely that similar situations will recur.’ 


138. Legislative Assembly Retirement Allowances Account. At March 31, 
1976 the balance in the Account amounted to $9,623,508. For the 1975-76 fiscal 
year receipts and disbursements totalled $8,231,771 and $519,235 respectively. 


A statement of the Account is contained in Volume 1 of the 1975-76 Public Ac- 
counts, 


As has been mentioned in several previous Reports, the Legislative As- 
sembly Retirement Allowances Account is not considered a pension plan as de- 
fined under The Pension Benefits Act. It is, therefore, not subject to the reporting 
requirements relative to financial soundness, or to the funding stipulations, out- 
lined in the regulations under The Pension Benefits Act. However, the Account 
possesses the essential elements of a pension plan. Consequently, the financial 
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soundness of the Account is being reviewed periodically, and steps have been 
taken to liquidate any unfunded liabilities so disclosed. 


The most recent actuarial valuation of the Account was made as at March 31, 
1974. This valuation revealed an unfunded liability or deficiency of $7,701,128. 
During 1975-76 the Province of Ontario paid $7,700,000 into the Account for the 
purpose of eliminating this actuarial deficiency. 


139. The Niagara Parks Commission. At October 31, 1975, the balance 
sheet of the Commission reflected assets of $16,358,000, liabilities of $705,000 
and equity of $15,653,000. For the year ended October 31, 1975 the Commis- 
sion’s Statement of Income and Expenditure recorded income and expenditure in 
the amounts of $5,416,000 and $4,146,000 respectively, resulting in an excess of 
income over expenditure for the year of $1,270,000. 


A corporation entitled ‘**The Commissioners for the Queen Victoria Niagara 
Falls Park’’ was established in 1887 under The Queen Victoria Niagara Falls Park 
Act. This Act was repealed in 1927 by The Niagara Parks Act under which the 
corporation was continued and redesignated as The Niagara Parks Commission. 
As set out in section 4 of the Act, it is the duty of the Commission to manage, 
control and develop the Parks. The ‘‘Parks’’ area is defined in the legislation. 


The Commission has the power to construct and operate recreational facili- 
ties, restaurants, souvenir shops and other facilities relative to the Operation and 
maintenance of the Parks. The Commission may also make agreements with per- 
sons for the establishment and operation by them of any works or services in con- 
nection with the Parks. Other powers include the right to construct buildings and 
other structures and, subject to the approval of the Lieutenant Governor in Coun- 
cil, the right to purchase, lease or sell any land or interest therein. 


The expenses of the Commission are paid out of revenue received. Revenue 
is received by the Commission from various sources. A major portion is derived 
from the operation of the gift shops, restaurants and other attractions. By regula- 
tion under the Act the fees, tolls and admissions for the enjoyment of the Parks 
may be charged by the Commission as posted or published from time to time. The 
Commission also derives substantial revenue from water rentals under agreements 
with Ontario Hydro and the Canadian Niagara Power Company Limited. 


The excess of revenue over expenditure is retained by the Commission un- 
less otherwise directed by the Lieutenant Governor in Council. The governing 
legislation provides that any surplus moneys shall, on order of the Lieutenant 
Governor in Council, be paid to the Treasurer of Ontario and shall form part of the 
Consolidated Revenue Fund. 


The following summary related to the Commission’s year-end inventories of 
salable merchandise is presented for informative purposes. 
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Cost of Percentage Increase 
Year-End Sales Inventory as a over Preceding Year 
Inventory for Year Percentage of Cost 
October 31 $ $ Cost of Sales Inventory of Sales 
1975 682,431 3,251,040 PAA’ oul 18.5 
1974 445,782 2,742,598 16.2 47.1 18.2 
1973 303,043 2 selel3d el 9.0 17.6 
L972 278,003 973,376 14.1 14.4 6.2 


From the above, it can be seen that there has been a significant increase in 
inventories for both of the past two years. We were advised that several factors 
have contributed to this increase, some of which were: (1) inflation; (2) the open- 
ing of a new addition to Table Rock House; (3) the stocking of new items not pre- 
viously carried; and (4) a desire to have a complete selection of items on hand dur- 
ing the winter season. 


We recommended that management review their policy in this area to deter- 
mine if the increased investment in inventories was still warranted. 


The Commission responded to our recommendation as follows: 


‘“A review by our Accounting Department of the four years mentioned in 
your report produced the following information concerning inventories: 


Lo FS 1974 1973 1972 
$ $ $ $ 
Average monthly 
inventory 866,095 669,871 532,106 479,934 
Cost of Sales 3,251,040 2,742,598 ps Sa Wa 1 9 LO73,316 
Inventory Turn- 
over a8 4.1 4.3 4.] 


“If our additional investment of $75,000.00 in the 1975 inventory were 
taken out, 1975 would also show an inventory turnover of 4.1. 


‘During the past two years, it has been considered advisable to purchase cer- 
tain goods at the prices prevailing in the current year, in view of likely price 
increases effective in the following year. Another item which influenced us 
in carrying larger inventories was the practice of ordering goods in short sup- 
ply when they were available.”’ 


140. Northern Ontario Development Corporation—Write-Off of Investment 
in Minaki Lodge Resort Ltd. At March 31, 1976 the balance sheet of the 
Northern Ontario Development Corporation reflected assets of $33,894,178 and 
liabilities of $36,092,803, resulting in a deficit position of $2,198,625. For the 
1975-76 fiscal year income and expense, as shown by the Corporation’s related 
financial statement, totalled $1,071 ,807 and $2,136,167 respectively. The finan- 


cial statements of the Corporation are reproduced in Volume 2 of the 1975-76 
Public Accounts. 


In previous Reports we noted that Order in Council 105/74 had been passed 
on January 9, 1974 and had authorized the Province of Ontario, through the 
Northern Ontario Development Corporation, to *‘acquire ownership of Minaki 
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Lodge Resort Ltd. and discharge all of its liabilities. improve and operate Minaki 
Lodge Resort Ltd. and do all such other things as may be deemed expedient and 
necessarily incidental thereto’’. We further noted that the Order in Council autho- 
rized the Province of Ontario to provide Northern Ontario Development Corpora- 
tion with a sum not exceeding $5,000,000 for the stated purposes. As at March 
31, 1975, the relevant disbursements by the Corporation totalled $2,896,237. 
During the 1975-76 fiscal year a further $2,103,763 was disbursed, thereby in- 
creasing the Corporation’s investment in Minaki Lodge Resort Ltd., and its affili- 
ate Minaki Development Company Limited, to the authorized maximum of 
$5,000,000. 


Management Board of Cabinet authorized the provision of $5,000,000 to the 
Corporation for the purpose of writing off its investment in Minaki Lodge Resort 
Ltd. and affiliated company. The write-off was recorded by the Corporation, with 
the result that a nil investment balance is reflected on the balance sheet of the Cor- 
poration at March 31, 1976. 


Funds were also provided to Minaki Lodge Resort Ltd. through appropria- 
tions of the Ministry of Industry and Tourism. Accordingly, in addition to the 
aforementioned amount of $5,000,000, grants of $895,000 were authorized by 
Management Board of Cabinet to cover construction for Minaki Lodge. These 
grants were charged to the expenditure appropriations (Vote 2004-2) of the Min- 
istry, for the year ended March 31, 1976, as reflected in Volume | of the 1975-76 
Public Accounts. 


A further amount of $1,970,000 has been provided as part of Vote 2104-2 of 
the Ministry’s 1976-77 expenditure estimates, consisting of grants of $400,000 to 
cover the operating deficit for the lodge and $1,570,000 to cover construction for 
the lodge. 


The combined reported losses of Minaki Lodge Resort Ltd., and its affiliate, 
Minaki Development Company Limited, amounted to $293,640 for the year 
ended September 30, 1975. These losses increased the combined reported deficits 
of the two companies to $1,615,698 at September 30, 1975. The deficits of the 
two companies have not been reflected in the Corporation’s accounts. 


Minaki Lodge Resort Ltd. is audited by public accountants. The auditors 
provided an unqualified report on the financial statements for the year ended Sep- 
tember 30, 1975. The financial statements for Minaki Development Company 
Limited as at September 30, 1975 were unaudited and contained the following ac- 
countants’ comment: 


“In accordance with the terms of our engagement, we did not perform an 
audit and accordingly are not in a position to express an opinion on these fi- 
nancial statements.”’ 


-ending Legal Proceedings 


The Corporation, along with four other parties, has been named as a defen- 
dant in a legal action whereby an amount in excess of $4,000,000 has been 
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claimed. This action, which was commenced by the former president and chief 
shareholder of Minaki Lodge Resort Ltd., involves alleged breach of the financ- 
ing agreement in respect of the re-opening and continued operation of the lodges, 
breach of warranty of authority, tort of deceit and breach of trust and fiduciary 
duties. 

141. Office of the Ombudsman—Improved Procedures Recom- 
mended. During the period from its inception on July 10, 1975 to March 31, 
1976, the expenditure of the Office of the Ombudsman totalled $1,297,044. Dur- 
ing our audit of the accounts and financial transactions of the Office of the Om- 
budsman for the period ended March 31, 1976, we observed a number of areas 
where procedural improvements were warranted and we made appropriate recom- 
mendations. The following were included: 


As at March 31, 1976 the Office of the Ombudsman had purchased ten au- 
tomobiles, consisting of one executive and nine standard vehicles. The standard 
vehicles were assigned to the directors and to the general investigative staff. Com- 
mencing in May 1976 a charge of $45 per month has been levied for the personal 
use of the executive vehicle. 


Under income tax regulations an employer is considered to make an automo- 
bile available for an employee's personal use when he gives the employee the cus- 
tody and control of the automobile and does not impose strictly enforced rules 
prohibiting its use by the employee for his own personal purposes. Inasmuch as 
the Office has not laid down procedures regarding the use of the vehicles, it would 
appear that personal use of the vehicles for income tax purposes is presumed. We 
noted, however, that no taxable benefits had been included in the Government of 
Canada 1975 T4 income tax returns for pertinent employees in respect of the two 
vehicles which were delivered in 1975. We therefore recommended that a policy 
or procedures regarding the use of vehicles be established. 


Concerning the purchase of the aforementioned vehicles by the Office, in 
five instances written competitive quotations were not on file. We were advised 
that subsequent to March 31, 1976 a purchasing policy has been instituted which 
provides for the use of purchase requisitions and for obtaining quotations from 
suppliers. With respect to the purchase of automobiles, however, we feel that the 
facilities of the Ministry of Transportation and Communications should be used. 


Arrangements for air transportation on scheduled flights were being made by 
the Office through Ontario Travel Service which is operated by Air Canada. Re- 
quests to Ontario Travel Service for reservations and tickets must be accompanied 
by a series of code numbers assigned to the Office of the Ombudsman. At present, 
travel authorization numbers may be obtained from an employee in the adminis- 
tration office without the necessity of prior authorization or approval. Customer 
copies of airline tickets have not always been returned to the administration office 
with the result that the monthly statements from Ontario Travel Service have, in 
some cases, not been fully reconciled prior to payment. A review of files also re- 


CROWN AGENCY—COMMENTS 113 
ee a eee ee sys sr Eas 
vealed a negotiable portion of a return ticket which had not been returned to On- 
tario Travel Service for credit. 


We recommended that internal control over the use of Ontario Travel Service 
facilities be strengthened by requiring prior written authorization of air transporta- 
tion. We also recommended that the monthly billing from Ontario Travel Service 
be reconciled by reference to the travel authorization numbers. 


Billings by a taxi company with which a service charge account is main- 
tained totalled approximately $1,530 in the period October 1975 to March 1976. 
From a test check of billings we noted that taxis were used for transportation to 
and from work by several employees in several instances. We also noted that 
under present procedures charge account coupons are obtained upon request from 
an employee in the administration office. In addition, we understand that they 
may also be obtained by employees directly from the taxi company. 


The policy on the use of taxis by Ontario government ministries and agencies 
contained in the Manual of Administration reads, in part, as follows: 


‘‘A taxi may be used at Government expense 
—when by virtue of distance, weather conditions, physical disability, bag- 
gage or parcels, it is reasonable to use transportation, and 


—when this is the most economical means of transportation or is otherwise 
justifiable under the circumstances.’’ 


To improve internal control we recommended that similar guidelines be estab- 
lished for the Office of the Ombudsman. 


Telephone charges during the period October 1975 through March 1976 to- 
talled $17,466, including long distance charges of approximately $3,500. A re- 
view of the March 1976 long distance charges indicated that over five per cent of 
the calls were to out-of-province points. Of the remainder, approximately forty- 
five per cent were to centres served by the Ontario Government inter-city 
network. To improve internal control we recommended that a procedure be insti- 
uted for reviewing charges prior to payment. We also recommended that the 
nter-city network of the Ontario Government, which provides telephone service 
0 centres outside Toronto at a lower cost than direct distance dialing, be used as 
nuch as possible. 


142. The Ontario Cancer Treatment and Research Foundation—Recom- 
nendations for Improved Accounting Procedures and Internal Control. At 
Jecember Bn 1975 the assets of the Foundation totalled $13,221,490. Liabilities 
ind reserves, combined, amounted to $8,941,357, resulting in an excess of assets 
ver liabilities and reserves of $4,280,133. During the year ended December 31, 
975 the Foundation’s revenue and expenditure totalled $11,190,929 and 
11,452,272 respectively. The former figure included grants from the Province of 
Intario amounting to $5,127,629. 
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Our audit of the accounts of the Foundation included a review of the account- 
ing procedures and system of internal control. A number of recommendations 
were made which, in our opinion, would strengthen existing procedures and re- 
lated controls. The following were included: 


(1) A manual of accounting procedures be prepared for the guidance of the 
staff, and with a view towards simplification of certain procedures while 
retaining an adequate standard of internal control. In this connection, we 
further suggested that the current procedures governing the transfer of 
posting information between clinics and the head office be reviewed. 


Purchase orders be initiated and approved for all purchases of goods and 
services except for small items purchased from cash funds. Purchasing 
procedures should require that written or verbal quotations be docu- 
mented and the receipt of goods or services be clearly indicated on the 
file copy of the purchase order. 


(2 


— 


(3) Fixed asset ledgers be kept on a current basis and that a program to check 
the physical existence of the assets on a periodic basis be instituted. 


(4) Head office payroll journals be subject to a review and approval in writ- 
ing by an official other than the preparer. A permanent record of atten- 
dance should be maintained so that vacation and attendance credits may 
be authenticated. 


(5) The audit function performed by head office staff be expanded to include 
the resumption of field audits at clinics and additional audit tests of clinic 
payrolls. The audit of clinic payrolls has been limited mainly to arith- 
metical accuracy tests. The use of current personnel data and monthly 
payroll reconciliations would permit more comprehensive tests to be 
made. 


143. Ontario Development Corporation. At March 31, 1976 the balance 
sheet of the Corporation reflected assets of $145,259,168, liabilities of 
$137,065,839 and shareholders’ equity of $8,193,329. For the 1975-76 fiscal 
year income and expense, as shown by the Corporation’s related financial state- 
ment, totalled $4,451,674 and $4,968,888 respectively. The financial statements 
of the Corporation are reproduced in Volume 2 of the 1975-76 Public Accounts. 


‘The above-referenced expense figure of $4,968,888 is a net total after de- 
ducting $14,998,978 of expense for which funds were provided by the Treasurer 
of Ontario. The funds so provided included $4,000,000 for the purpose of writing 
off a portion of the loans which the Corporation had made to a specified company. 
Also included was an amount of $663,455 provided for the purpose of retiring a 
portion of the specified company’s bank loan indebtedness which had been 
guaranteed by the Corporation. 
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On November 25, 1975 Management Board of Cabinet approved in principle 
the restructuring of the debt and equity of the specified company which provided 
that the Corporation’s above-described loan reduction activity, aggregating 
$4,663,455, would be converted into equity in the specified company at $1.50 per 
share. This approval was subject to receipt of a firm restructuring agreement ac- 
ceptable to Management Board of Cabinet. At the conclusion of our audit, Sep- 
tember 21, 1976, negotiations were still proceeding with the other parties in- 
volved in the reorganization of the specified company. These other parties include 
a Federal Government agency and two companies in the same line of business. As 
and when the negotiations are finalized, the Corporation is to receive 3,108,970 
shares in the specified company in return for the debts retired. 


As at March 31, 1976 the assets of the Corporation included an outstanding 
loan to the specified company in the approximate amount of $1,200,000. In addi- 
tion, the contingent liabilities of the Corporation included guarantees of approxi- 
mately $7,500,000 in respect of bank loans received by the specified company. 


The appointment of the Corporation’s Chief Executive Officer was revoked 
under the authority of Order in Council 3459/75 dated December 17, 1975. On 
the same date a new Chief Executive Officer was appointed by Order in Council 
m9 15/75. 


Following revocation of his appointment, the former Chief Executive Officer 
continued to be paid by the Corporation and at the same rate of salary, $43,600 
per annum. He subsequently gave notice in writing of his intention to resign effec- 
tive June 30, 1976. Through utilization of accumulated vacation credits the for- 
mer Chief Executive Officer, under the authority of Order in Council 613/76 
dated March 10, 1976, was continued as an employee until August 18, 1976 and 
separated from the Civil Service effective that date. 


Upon separation the party concerned was also paid an attendance gratuity of 
$21,800, which amount was the equivalent of six months’ salary. This payment 
was made in accordance with the Regulations under The Public Service Act. 


144. Ontario Housing Corporation—Control Weaknesses. The assets of the 
Corporation totalled $1,341 ,096,036 at December 31, 1975. Liabilities totalled a 
like amount. For the 1975 calendar year revenue amounted to $11,695,835 while 
the loss on housing operations and other expenses totalled $50,434,480 and 
$15,176,626 respectively. The financial statements of the Corporation are repro- 
duced in Volume 2 of the 1975-76 Public Accounts. 


Metropolitan Toronto Operations—Rental Housing 


During the course of our audit we visited Metropolitan Toronto District 
““G’’. A number of deficiencies were noted for which we made the following rec- 
ommendations: 
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(a) 


(b) 


(d) 


(e 


New” 


Tenant Files: 


—efforts be accelerated to verify tenant incomes annually since there 
were no annual income verifications on file in approximately twenty- 
two per cent of the files examined; 


—tenancy agreements and renewals be maintained on a current basis; 
and 

—standard rents be accurately calculated and documented in accordance 
with laid-down rent-geared-to-income scales. 


Cash Receipts: 


—all cheques and money orders be restrictively endorsed immediately 
upon receipt; 

—wherever possible, duties of cashiers be segregated to ensure that per- 
sons collecting cash do not also have access to and maintain the tenant 
ledgers; 


—banking procedures be improved to ensure prompt depositing of 
cheques and money orders received; 


—an independent verification of cash count sheets with copies of cash 
receipts be performed and the numerical sequence of cash receipts 
checked and all missing numbers properly accounted for; and 


—security over cheques and money orders collected be strengthened. 
Inventory: 


—procedures outlined in the Corporation’s field manual pertaining to the 
recording and safeguarding of inventory be reviewed and adhered to 
on a consistent basis. In this regard it was noted that two new items of 
office equipment purchased had not been recorded and that no physi- 
cal inventory had been taken since May 1974. 


Purchasing: 


—procedures outlined in the Corporation’s field manual requiring at 
least two quotations for the purchase of materials up to $300 be ad- 
hered to on a consistent basis; and 


—contracts be awarded only to qualified suppliers indicated by head of- 
fice, where applicable. 


General Ledger Reconciliations: 


—regular reconciliations between the district’s subsidiary records and 
the Corporation’s general ledger in respect of the rents receivable, un- 
distributed cash and N.S.F. cheques accounts, be prepared and main- 
tained on a timely basis. 
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Management was requested to review all other Metropolitan Toronto dis- 
tricts for similar deficiencies and to implement, where practicable, the recommen- 
dations noted in (a) to (e) above. We were advised by management that deficien- 
cies have now been corrected at District ‘‘G’’ and our recommendations 
implemented where possible. 


Additional observations and recommendations resulting from our audit of the 
Corporation for the year ended December 31, 1975 included the following: 


Control Over Cash Receipts at Head Office 


A review of the system of internal control in respect of cash receipts at the 
head office in January 1976 disclosed that certain procedures outlined in the Min- 
istry of Housing Administration Manual were not being followed, both in the 
mailroom and the banking section. We were advised by management that im- 
proved procedures introduced in May 1976, if followed diligently, should greatly 
strengthen internal control in this area in the future. We recommended that sur- 
prise examinations be carried out periodically by the Audit Operations Branch of 
the Ministry of Housing of mail opening and banking procedures to ensure contin- 
uing adherence to laid-down procedures. 


Private Management—Former Tenant Arrears 


Former tenant arrears, in respect of properties administered by private man- 
agement corporations, had increased from $54,560 in 1974 to $104,887 in 1975. 
We recommended that the corporations be requested to submit an analysis of for- 
Mer tenant arrears, supported by the respective tenant files, at the same time as the 
corporations submit their monthly Statements of Revenue and Expenses. In our 
opinion, this should speed up the collection process by enabling Ontario Housing 
Corporation management to prepare data summary sheets promptly for forward- 
ing to collection agencies. 


Leasehold Receivables 


As part of our examination, a number of active leasehold receivable accounts 
were confirmed directly with the lessees. Similar to our findings last year, these 
confirmations disclosed a number of input errors in the Corporation’s compu- 
terized lease system. It was again recommended that the lease processing system 
be reviewed and improved in order that errors are eliminated. 


On September 24, 1976 the Corporation responded to our comments as fol- 
lows: 


Metropolitan Toronto Operations—Rental Housing 


“Your comments with respect to your staff visit to District “G’ in Metro 
Toronto were most helpful. Comments follow on each of your observa- 
tions. 
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‘‘(a) Tenant Files 


—your recommendation that efforts to improve annual income verifi- 
cations, tenancy agreements, renewals and standard rent calculations 
is accepted. Staff have recently expended a great deal of effort in this 
area and this effort will be sustained. 


‘*(b) Cash Receipts 
Your recommendations with respect to cash receipts are accepted. 


—all cheques and money orders will be restrictively endorsed immedi- 
ately upon receipt; 


—it is agreed that duties assigned to staff within the Metro districts 
should be on a basis that is compatible with good internal control. To 
the extent that staffing constraints permit, this will be done; 


—substantial improvements with respect to the deposit of revenue have 
been instituted; 


—independent verification of cash count sheets with copies of cash re- 
ceipt stubs, along with numerical sequence checks are now being 
done: 


—steps have been taken to improve overall security as suggested. 


“*(c) Inventory 


—the two instances where items of office equipment were not recorded 
were the result of clerical failure. Both errors have now been cor- 
rected. Procedures have been initiated to ensure that all inventories. 
are verified at least annually and that treatment throughout Metro 
will be consistent. 


““(d) Purchasing 


—with respect to purchases under $300, procedures have now been 
changed and competitive bids will no longer be required for individ- 
ual items under this amount; 


—where it is practical to do so, contracts will be awarded to qualified 
suppliers designated by the main office. 


— 


““(e) General Ledger Reconciliations 


—the regular reconciliations referred to are now being prepared and 
maintained on a timely basis. 


‘*As requested, a review of the other nine District Offices in Metro Toronto 


has been carried out and where applicable, your suggestions are being imple- 
mented. 
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‘To improve overall control within the ten Metro Districts a new position of 
District Administrator was established earlier this year. Incumbents have 
been recruited and we feel the new organizational structure will resolve 
many of the minor problems encountered in the past.”’ 


Control over Cash Receipts 


‘Following the observations made by your staff that Ministry of Housing 
Manual administrative procedures were not being followed, both in the Mail 
Room and the Banking Section, procedural improvements were initiated. 
The applicable section of the Ministry administrative manual has been 
rewritten and we are confident that current procedures are satisfactory. The 
recommended surprise examinations by the Audit Operations Branch of the 
Ministry of Housing will be carried out.”’ 


Private Management—F ormer Tenants Arrears 


“Your recommendation that private management corporations submit for- 
mer tenant files monthly, to speed up collection procedures, has been ac- 
cepted and is now in place.”’ 


Leasehold Receivables 


“Your comments with respect to arrears in the Corporation’s lease receiv- 
able accounts are acknowledged. Many of the discrepancies referred to arose 
in earlier years when the portfolio was increasing very rapidly. A series of 
systems upgradings were required to handle the substantial volume of new 
accounts and a number of clerical errors resulted. 


There has been a steady improvement in the condition of these lease ac- 
counts over the past three years, and as discrepancies are isolated, they are 
corrected. Two major changes have been underway in recent months that 
will speed up the corrective process and promote increased account accu- 
racy, namely: 


(a) A pre-authorized cheque plan is being installed that will cover the greater 
part of the lease portfolio. This plan will greatly reduce the possibility of 
input errors. 


(b) A program is currently in process whereby leases are being individually 
converted to freehold ownership or to mortgages receivable. This per- 
mits an individual examination of account information and any inaccura- 
cies noted during this process can be corrected. We are confident that the 
condition of the accounts will continue to improve.’ 


145. Ontario Mortgage Corporation—Questionable Need of Funds. In ac- 
ordance with a resolution of the Board of Directors on March 4, 1976, subse- 
quently confirmed at a general meeting of the shareholders, a by-law was enacted 
changing the year end of the Corporation from December 31 to March 31. 


| 
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At March 31. 1976 the assets of the Corporation totalled $545 ,017,762 with 
corresponding liabilities of $542,434,840 and shareholders’ equity of 
$2,582,922. For the fifteen month period ended March 31, 1976 revenue and ex- 
penses amounted to $49,539,856 and $48,417,648 respectively. The financial 
statements of the Corporation are reproduced in Volume 2 of the 1975-76 Public 
Accounts. 

During the course of our audit we noted that amounts drawn from the Trea- 
surer of Ontario for the period from April | to April 12, 1976 were included by 
the Corporation as outstanding bank deposits as at March 31, 1976. These 
amounts were charged to the appropriation of the Ministry of Housing for the year 
ended March 31, 1976 against Vote 804-3. 


We were unable to satisfy ourselves that approximately $10,500,000 of these 
advances was required by the Corporation for immediate use. However, we have 
been advised that the drawing of these funds against the 1975-76 appropriation 
was given advance approval on the understanding that such funds be deposited in 
a Province of Ontario Savings Office account. 


146. Ontario Northland Transportation Commission—Procedural Improve- 
ments Warranted. At December 31, 1975 the assets of the Commission 
amounted to $160,430,272. Liabilities, including reserves, totalled 
$119,020,361, while retained income and contributed surplus were in the 
amounts of $32,176,809 and $9,233,102 respectively. For the 1975 calendar year 
revenue amounted to $45,302,965 with expenses of $46,274,591. Revenue in- 
cluded $6,232,459 in subsidies from the Province of Ontario and $330,276 in 
subsidies from the Government of Canada. The financial statements of the Com- 
mission are reproduced in Volume 2 of the 1975-76 Public Accounts. 


The following comments resulted from our audit of the Commission for the 
yearrended December 31 31975: 


Contributory Pension Fund—Long Term Investments 


The Treasury and Budget and Statistics Departments maintain independent 
investment control cards for the purchase and sale of long term investments and 
the income derived from such investments. The records maintained by the Budget 
and Statistics Department were intended to serve as an independent control over 
the Treasurer’s cash handling duties. 


During the course of our audit we noted that records maintained by the Bud- 
get and Statistics Department were incomplete and were not being maintained on 
a regular and timely basis. In order to maintain proper control we recommended 
that the two sets of records should be reconciled periodically and agreed with the 
general ledger control account. Alternatively, as recommended by the Commis- 
sion’s internal auditors in their report of January 20, 1976, the responsibility of 
maintaining the investment control cards should be transferred entirely to the 
Budget and Statistics Department. This would afford a division of duties between 


. 
! 


CROWN AGENCY—COMMENTS 12] 
— SSE neneramemmernemerreneemeemeeeeemeemeermee ee a 


the Treasurer’s responsibilities for the purchase and sale of investments and the 
physical control over these investments. 


Contributory Pension Fund—Short Term Investments 


During the course of our audit we found that, in the absence of the Executive 
Director of Financial and Purchasing Services, the Treasurer is responsible for the 
purchase and sale of short term investments. The Treasurer also maintains control 
cards pertaining to these investments. To strengthen internal control we recom- 
mended that the Treasurer should be relieved of the responsibility for investment 
decisions, since he is also responsible for cash handling and recording the pur- 
chase and sale of short term investments. In our opinion, in the absence of the Ex- 
ecutive Director of Financial and Purchasing Services, such decisions should be 
delegated to the Director of Finance and, as recommended by the Commission’s 
internal auditors, all purchases should be approved in Commission minutes. 


Management Consulting Services 


At their meeting of October 23, 1975 the Commissioners accepted a written 
proposal from a firm of management consultants to conduct a study of labour uti- 
lization within the Ontario Northland Transportation Commission. The study, 
which commenced on November 3, 1975, was scheduled to be completed by 
April 30, 1976 at a total cost of $117,000. At December 31, 1975 the Commis- 
sion had expended $40,500 of this amount. We noted that the reasons for not 
openly tendering for these services or inviting quotations from other management 
consulting firms were included in the minutes of the above-mentioned Commis- 
sion meeting. 


The provisions of the Province of Ontario Manual of Administration relating 
to management consulting services specify that ‘‘assignments with estimated total 
costs equal to or exceeding $100,000 require prior Management Board ap- 
proval’’. We are not aware that such prior approval was obtained by the Commis- 
sion. It would also have been preferable, in our opinion, to have drawn up a legal 
contract to be signed by both parties. 


Internal Audit 


During 1975, certain of the Commission’s internal audit activities were con- 
ducted by a firm of chartered accountants appointed by the Commission in 1974. 


Their work consisted of examinations of the procedures and systems, including 
flowcharting where appropriate, pertaining to payrolls, purchasing of goods and 
‘services and disbursements, revenue, accounts receivable and the handling of 
funds, and the Moosonee Lodge operations. Several recommendations relating to 
the Commission’s system of internal control were made in reports submitted by 
the auditors and were reviewed by the Audit Committee. We have been advised 
by the Audit Committee that such recommendations are being reviewed periodic- 
ally to ensure that they are being adhered to. 


In particular, it was noted that an audit report dated August 14, 1975 indi- 
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cated several weaknesses in the system of internal control at one of the Commis- 
sion’s locations. Subsequent to this report, evidence was uncovered which sub- 
stantiated a suspected cash shortage and other irregularities in the management of 
this particular operation, and as a result the employee in charge was suspended 
immediately and was subsequently dismissed following a thorough investigation. 
On November 18, 1975 the Audit Committee requested a complete report of the 
audit and subsequent dismissal of the employee. We recommended that such re- 
port be submitted to the Commissioners to obtain their approval for the extent of 
the action taken by management. 


The Commission replied to our comments on May 3, 1976: 
Contributory Pension Fund—Long Term Investments 


‘‘The records maintained in the Budget and Statistics Department were trans- 
ferred there from another department of the Commission during 1975 and 
have since the date of the audit been brought up to date and are maintained 
on a regular basis. 


‘The reconciliation of the pension fund records is now being done on a regu- 
lar basis, as well as the investment control cards now being maintained by 
the Budget and Statistics Department.”’ 


Contributory Pension Fund—Short Term Investments 


“We agree with the recommendation of the auditor that the Director of Fi- 
nance be delegated the responsibility for investments in the absence of the 
Executive Director of Financial and Purchasing Services.”’ 


Management Consulting Services 


“The Audit Committee has noted this recommendation and has requested 
that the General Manager obtain further information from the Minister as to 
the necessity of the Commission obtaining Management Board approval for 
expenditures of this nature.’’ 


Internal Audit 


“It is the intention of the Audit Committee to ensure that the recommenda- 
tions of the internal audit group are adopted on a timely basis and that all ac- 
cepted recommendations are adhered to. 


“The Director of Personnel has been requested to provide all the information 
regarding the dismissal of the employee in question for submission at the 
next meeting of the Commission.”’ 


147. Ontario Place Corporation. At March 31, 1976 the balance sheet of the 
Corporation reflected assets of $194,561 and liabilities of $185,057, resulting ina 
surplus of $9,504. During 1975-76 the Corporation’s income and expenditure 
amounted to $7,192,647 and $7,195,048 respectively. The former figure in- 
cluded operating and capital grants of $3,585,000 from the Province of Ontario. 
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As at the date of this Report, September 30, 1976, charges of breach of trust 
and fraud had been laid against the Corporation’s Director of Programming and 
the individual had been suspended. The charges related to the alleged misappro- 
priation of Corporation funds between October 1972 and September 1976. A 
charge of fraud had also been laid against another individual who was not an em- 
ployee of the Corporation. 


Since trials relating to the above charges had not as yet taken place, full de- 
tails of the alleged misappropriation were not available. 


148. The Province of Ontario Savings Office. At March 31, 1976 the assets 
of the Savings Office totalled $286,919,879 with offsetting liabilities of 
$286,726,596 and reserve of $193,283. For the 1975-76 fiscal year revenue and 
expenditure amounted to $25,546,662 and $24,315,701 respectively. The bal- 
ance sheet of the Savings Office is reproduced in Volume | of the 1975-76 Public 
Accounts, page 50. 


Amounts received from the public are held in individual accounts on which 
interest is paid, and on which the depositor may draw cheques. Funds in excess of 
the day-to-day requirements of the Savings Office are deposited with the Trea- 
surer of Ontario. The Savings Office’s ratio of net operating cost to the average 
funds provided to the Treasurer of Ontario, when compared in total and by branch 
to the average rate at which long-term borrowing is available from other sources, 
provides a basis for assessing the benefit accruing from the operation of the Sav- 
ings Office. During 1975-76 the Savings Office provided the Treasurer of Ontario 
with funds averaging in excess of $249,000,000. The ratio of net operating cost to 
the average funds so provided was calculated at 7.88 per cent. By comparison, we 
were advised that the average cost of long-term provincial borrowing for the year 
was 10.22 per cent. 


The Agricultural Development Finance Act, pursuant to which the Province 
of Ontario Savings Office was established, makes no provision for the making of 
loans, either directly or by way of overdraft. During the course of the audit, we 
noted that certain Ministries (namely Health, Government Services, Solicitor — 
General, Transportation and Communications) were at times carrying substantial 
overdraft balances at a branch of the Savings Office, and that no overdraft interest 
was being charged. Additionally, the same situation existed in the case of one 
large non-government account, although interest was charged thereon. We rec- 
ommended that the practice of allowing such overdrafts be discontinued, and that 
the Ministries and the other depositor be so advised. 


During the year, in excess of $38,000 was paid to a firm of management con- 
sultants for a feasibility study and other related services pertaining to a ‘Study of 
Accounting Equipment and Methods’’ being used by the Savings Office. In their 
report the consultants recommended that the Savings Office embark on a program 
to convert branches of the Office to on-line service bureau processing during the 
next few years. We understand that Savings Office officials are in agreement with 
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the report, and a proposal relating to the implementation of such a program will be 
submitted to Management Board of Cabinet. 


149. Public Service Superannuation Fund. This Fund was established by 
legislation in 1920 and was continued under The Public Service Superannuation 
Act which came into force in 1960. At March 31, 1976, the balance in the Fund 
totalled $941,603,514. For the 1975-76 fiscal year receipts and disbursements 
amounted to $194,614,944 and $47,053,064 respectively. A statement of the 
Fund is shown in Volume | of the 1975-76 Public Accounts, page 45. 


Expenditure by the Province with respect to the Public Service Superannua- 
tion Fund is made through the Ministry of Government Services and is detailed on 
page 123 of Volume | of the 1975-76 Public Accounts. This expenditure may be 
summarized, with comparable figures for the preceding year, as follows: 


1975-76 1974-75 
$ $ 
Contributions to match those of contributors to the Fund (per section 10(1) 

OL EME SEE) ast Baten ica oan cinerea ean ce eae ea Rete ere ee 45,778,448 39,248 309 
Payments re: Unturided: Liability \.o1c.cccusee) hace ea eee 29,708 ,000 14,243,000 
Payments re Minimum and Supplementary Pension Liability ............... 11,885,672 8,085,760 
Misceltanedus Payinents.<.0.c.- <4 .7: tj ere eee oe ee eee 2, Pas 6,628 

87,374,263 61,583,697 


General Information 


The balance in the Fund is on deposit with the Treasurer of Ontario. Interest 
is credited to the Fund at the close of each fiscal year out of the Consolidated Rev- 
enue Fund at a rate and in a manner to be determined from time to time by the 
Lieutenant Governor in Council. Interest credited for the 1975-76 fiscal year to- 
talled $61,610,660, and included interest at an effective rate of 7.075% on the 
balance in the Fund at March 31, 1975. 


A contributor to the Fund is defined in the Act, as is the basis of contribu- 
tion. Essentially contributions are at the rate of 6% of the contributor’s salary less 
required contributions to the Canada Pension Plan. Matching contributions are 
made by the Province in accordance with the provisions in the Act. As at March 
31, 1976 the number of contributors to the Fund approximated 75,000, including 
contributors from certain Boards and Commissions. 


In general, a contributor is eligible for a Superannuation allowance upon his 
retirement at: 


1) attained age 65 with 10 years’ service; or 
li) attained age 60 with 20 years’ service; or 
lil) attained age plus number of years of service = 90. 


Retirement allowances are calculated on the basis of 2% of salary per year of ser- 
vice, maximum of 35 years, where salary is the average of the highest five con- 
secutive years’ salaries for those commencing service after 1965 and of the high- 
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est three consecutive years’ salaries for those commencing service prior to 1966. 
Upon the recipient’s entitlement to a retirement pension under the Canada Pension 
Plan (C.P.P.), the foregoing calculation is reduced by .7% of the relevant average 
salary, up to the C.P.P. earnings ceiling, multiplied by the number of years ser- 
vice subsequent to 1965. The C.P.P. earnings ceiling is the average of the ceiling 
in effect at the time of retirement and that of the previous two years. The follow- 
ing 1s presented by way of illustration: 


Retirement Date: December 31, 1975 
Attained Age: 65 
Number of Years Service: 35 
Average of highest three consecutive 
years’ salaries: $10,000 


Calculated C.P.P. earnings ceiling: $ 6,533 
Retirement Allowance: 


Basic Allowance: $10,000 X 2% X 35 = $7,000 
Less Reduction re C.P.P.: $6,533 X .7% X 10 = 457 
Net Allowance $6,543 








As at March 31, 1976 the number of recipients of retirement allowances was in 
excess of 7,300. 


In addition to retirement allowances, other benefits are payable out of the 
Fund. These benefits include disability allowances, deferred and immediate an- 
nuities, allowances to widows, etc., and are fully described in The Public Service 
Superannuation Act. 


Unfunded Liability 


As indicated in the opening paragraph of this section, receipts into the Fund 
are currently considerably in excess of disbursements out of the Fund. However, 
the latest actuarial report dated April 14, 1976, and presenting a valuation of the 
Fund as at December 31, 1973, indicates that the Fund and its projected future re- 
ceipts will be insufficient to meet all of the Fund’s projected future liabilities. The 
present value of this shortfall is termed the unfunded liability of the Fund. As at 
December 31, 1973 the unfunded liability was calculated at $244,229,000. Of 
this amount, $82,616,000 represents the initial unfunded liability as at January [2 
1965; the balance of $161,613,000 represents an additional or residual unfunded 
liability accumulated between that date and December 31, 1973. In accordance 
with the Regulations under The Pension Benefits Act, the Province has been mak- 
ing annual payments of interest and principal into the Fund. These payments are 
designed to: 


—Prevent an increase in the initial unfunded liability; 


—Liquidate the residual unfunded liability over a period ending April 1, 
1989. 


Based upon the most reccui actuarial report, the annual payment required is 
$21,598,000 from 1974 to 1989 inclusive. 
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Following receipt of the actuarial report dated April 14, 1976 it was deter- 
mined that the total of the unfunded liability payments made by the Province, to 
and including the 1974-75 fiscal year, was $7,355,000 less than the total of the 
payments actuarially required. This difference, with interest, and the 1975 pay- 
ment of $21,598,000 were paid during the 1975-76 fiscal year, resulting in a total 
expenditure for unfunded liability purposes of $29,708,000. 


In the valuation of the Fund as at December 31, 1973, the actuaries calcu- 
lated that, among other things, the Fund would earn interest in future at the rate of 
6%4% per annum, and that henceforth contributors’ salaries would be subject to in- 
flationary increase at the rate of 4% per annum. 7 


150. Toronto Area Transit Operating Authority. The Authority was estab- 
lished effective June 28, 1974 as a Corporation without share capital. The objects 
of the Authority include the design, establishment, and operation of inter-regional 
transit systems providing passenger transportation across the boundaries of speci- 
fied regional areas and within the specified jurisdictional area of the Authority. 


In our 1974-75 Report (section 139) we commented on the audit situation 
with regard to the Toronto Area Transit Operating Authority. The legislation 
under which the Authority was established provides for the appointment of one or 
more auditors licensed under The Public Accountancy Act to audit the books, rec- 
ords and accounts of the Authority. The Authority elected to appoint a firm of 
public accountants. In the event of such an appointment, however, the legislation 
further provides that the Provincial Auditor should have access to the appointed 
auditor's report and working papers. With respect to the period ended March 31, 
1975, the Authority advised as follows: 


“For the period ended March 31, 1975, the Authority was in process of be- 
coming established and did not maintain any financial records. Arrange- 
ments were made with the Ministry of Transportation and Communications 
to provide accounting services for the Authority during this initial period. 
Since our records are included with the Ministry, we do not propose to pre- 
pare audited financial statements for the period ended March 31, 1975. We 
have established our own accounting group and have assumed this responsi- 
bility effective April Ist, 1975 and propose to use this as the effective date 
for the commencement of operations by the Authority.’ 


With respect to the audit of the Authority for the 1975-76 fiscal year, we 
were advised that, as at the date of this Report, September 30, 1976, the audited 
financial statements and auditor’s report had not been issued. Therefore, we had 
not as yet requested access to the appointed auditor’ s report and working papers. 


151. Ontario Land Corporation—Operational Improvements Recom- 
mended. At March 31, 1976 the assets of the Corporation amounted to 
$338,130,618. Liabilities totalled a like amount. The financial statements of the 
Corporation are reproduced in Volume 2 of the 1975-76 Public Accounts. 


CROWN AGENCY—COMMENTS Ls 





The Corporation was established effective March 19, 1975, and was created 
to assist in the promotion of community and industrial development of land in On- 
tario by the acquisition of land and the disposal of it to persons in the private and 
government sectors for residential, community, industrial, governmental and 
commercial development. The operations of the Corporation are carried on by 
ministries of the Province of Ontario under Management Agreements. These 
agreements specify among other items that the ministries will not be reimbursed 
by the Corporation for administrative costs incurred in the rendering of services to 
the Corporation. 


A number of procedural deficiencies were noted in the course of audit and 
were drawn to the attention of the Corporation along with recommendations for 
improvement. Included were the following: 


Management Agreements 


A management agreement between the Corporation and the Ministry of Gov- 
ernment Services was drawn up, at which time both parties to the agreement 
stated they would use their best efforts to forthwith develop detailed written 
guidelines to regulate the conduct of affairs between them, and particularly, to 
give effect to certain articles of the agreement. After discussion with officials of 
the Ontario Land Corporation it was ascertained that these guidelines had not as 
yet been developed. 


We recommended that such guidelines be prepared and attached to the agree- 
ment. This would provide a clear definition as to responsibilities of the Ministry 
of Government Services and Ontario Land Corporation officials for conducting 
the affairs of the Corporation. 


The management agreement which was drawn up between the Corporation 
and the Ministry of Housing is not, in our view, as specific as it should be. There 
do not appear to be clauses in the agreement referring to the provision of legal and 
accounting services. We recommended that this management agreement be ex- 
panded or guidelines prepared specifically to provide for the carrying out of these 
services. 


Cash on Hand and Interest 


At the end of March 1976 Ontario Land Corporation had approximately $52 
million in its bank account. This was due to a cash advance to the Corporation at 
the end of March 1976 in the amount of $22 million, and an excess of funds from 
the advances by the Treasurer of Ontario upon incorporation of the company in 
1975. 


Ontario Land Corporation has obviously borrowed excess funds. We believe 
that the Corporation should take whatever action possible to more closely corre- 
late the date of borrowing of funds and the date that borrowed funds are needed to 
pay expenditures. This would help to reduce the cost of borrowed funds to the 


Corporation. 
\ 
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During the course of the year the Corporation was earning less interest reve- 
nue on deposits than it was paying on funds advanced by the Treasurer of Ontario. 
We believe that the Corporation should endeavour to invest excess funds at higher 
rates of interest. 


Property Leases 


Certain leased properties did not have signed lease agreements on file. For 
example, a limited examination of property files indicated that the following pro- 
perties did not have a lease agreement—property numbers M644-11 and M644- 
134 in Townsend and property numbers M683-4, M683-26, M683-107 and 
M683-113 in South Cayuga. 


We strongly believe that there should be a signed lease agreement on file for 
all rental properties. Without a formal lease agreement rental revenue could be 
lost or pilfered. Also, the current rental collected may not be in agreement with 
the terms of the verbal leases arranged. 


General 


Many of the matters which were brought to the attention of the Corporation 
related to the need for a better reporting system. In this regard, we believe it 
would be quite beneficial if one or more persons were assigned the responsibility 
for control of reporting functions. This would establish a central authority through 
which queries or follow-up work could be handled. Similarly, by insisting on bet- 
ter and more current reporting functions the Corporation should reduce unneces- 
sary after-the-fact efforts to clear up problem areas. 
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. Statement of Assets and Liabilities as at March 31, 1976. 

. Statement of Revenue, Year Ended March 31, 1976. 

. Statement of Budgetary Expenditure, Year Ended March 31, 1976. 

. Monthly Summary of Expenditure by Ministry, Year Ended March 31, 


£70. 


. Management Board Orders—Amounts Authorized and Expended 


Thereunder during the Year Ended March 31, 1976. 


. Statutory Appropriations—Amounts Expended Thereunder during the Year 


Ended March 31, 1976. 


. Organization Chart—Office of Provincial Auditor. 
. Revenue and Expenditure Audits, Year Ended March 31, 1976. 
. Crown Agency Audits, Year Ended March 31, 1976. 


. Status of Suggested Corrective Action and Recommendations Contained in 


Previous Report. 


. Recommendations of the Standing Committee on Public Accounts in Its In- 


terim Report to the Legislative Assembly Dated July 10, 1975. 
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EXHIBIT 1 
STATEMENT OF CONSOLIDATED REVENUE FUND 
Year ended March 31, 1976 
1976 1975 
$ $ $ $ 
OPENING BALANCE 
Cash, temporary investments and 
Marketable SECULITICS 225 Aes chcd saa vkeduedeelivckeides 856,301,037 982,286,687 
BUDGETARY TRANSACTIONS 
BOVE WUC: 55.055 kr tants Beet 9,152,266,682 8,275,048,981 
Bee Me ICUS nc sawiewies casa fs fac andes van 10,632,241,331 8,821,609,717 
Pmaectary WCTICIL a .hc.cn neice ee (1,479,974,649) (546,560,736) 
NON-BUDGETARY TRANSACTIONS 
Loans, Advances and Investments 
RUINS chs. virs eM tei eh eon 248 423,019 400,741,127 
Disbursements ..cviaecvderesoiins 1,305 ,052,595 1,422,966,835 
Net Increase in Loans, Advances 
Bnesinvestiients 20... conc, (1,056,629,576) (1,022,225 ,708) 
Trust Administration Functions 
(CASTLE Sy eile SE ee Lee CLO 307,399,011 323,682,550 
SEE ier a ee 99 380,533 59,979,602 
Net Increase in Trust 
Administration Functions ....... 208,018,478 263,702,948 
Non-Budgetary Transactions 
OC ay et eee es (848,611,098) (758,522,760) 
et CASH REQUIREMENTS ........0.0.cssssseeecansecereonces (2,328,585,747) (1,305,083 ,496) 
DEBT TRANSACTIONS 
Proceeds of loans. iasasvioshensvxecss 2,586, 160,341 1,3538,822,283 
Repayments of loans ............... 82,834,247 2,503,326,094 359,724,437 1,179,097 ,846 


CLOSING BALANCE 
Cash, temporary investments and 
Marketable SeCUrilibSu grc.n ate nea aaa aene, 1,031,041 ,384 








856,301,037 








See accompanying Basis of Reporting (page 6) and Schedules to Statement of Consolidated Revenue Fund on 


Pages 12 to 27. 


Referenced page numbers are to Volume | of the 1975-76 Public Accounts. 
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PROVINCE OF 


STATEMENT OF ASSETS AND 


Assets 
1976 
$ 
Cash, temporary investments and marketable securities ...............+- 1,031,041 ,384 . 
Advances to Ontario Hydro ........ ccc csese cence ree ee eee en ene eee eneenreneees 2,307,056,636 
Advances and investments—other corporations, boards and 
COMMISSIONS sRees RP a Gh roe ee ES vind 0 eee ee 4,102,188,993 
Investments in water treatment and waste control facilities (at 
CUSTHESS TECOVETICS). «vciec doe lencus envi ton oberg eee kn ne vat nedmn rahe SoM aa at ae 666,210,360 
LOan$ TO MUNICIPALITIES i. cases. coud vin taneecy mene oolen okcennaniyorenenus seen ds 271,790,254 
Other loans and mVestmentS: Vasc ides cope vette ce corns eoene se ereenramen: 237,432,069 
Total PECOPMER ASSEES eo Ro caw i oc yay scene eee serene 8,615,719,696 
Wetle bt: cgi ndeclacpuhcplcpareccled cnwhasemeni wautaeee tel Luise tart maar enter 4,928 044,232 
13,543,763 ,928 








19eS 
$ 


856,301,037 
1,788,495 ,970 


3,778 ,440,816 


528,262,811 
213,274,581 
219,574,558 


7 384,349,773 


3,448 ,069,583 








10,832,419,356 


See accompanying Basis of Reporting on page 6 and Schedules to Statement of Assets and Liabilities on pages 


28 to 43. 


Approved on behalf of the Ministry of Treasury, Economics and Intergovernmental Affairs. 


A. RENDALL DICK, Deputy Treasurer of Ontario and Deputy Minister of Economics and Intergovern- 


mental Affairs. 


G. McINTYRE, F.C.A., Executive Director, Treasury Division. 


Referenced page numbers are to Volume | of the 1975-76 Public Accounts. 
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ONTARIO 
LIABILITIES AS AT MARCH 31, 1976 
Liabilities 
1976 
$ 

Demand deposits with the Province of Ontario Savings Office ......... 286,726,596 
USL ONG ES IR cE Se ere re 951,227,021 
Meposit, trust and reserve ACCOUMES 2.0... .60ccc ccc cecccoceccccccccectacces. 187,403,404 
Rents eS AY ADIT Seale cea hy ho ion oie wonnvwinunianovwewrcwewsan euneyanious 60,573,087 
ES MULCI ER ERIS HERE Goudy osinicsisie pina occu <dctmbor yoo sesccasrmcisan 325,000,000 
NORMS GALLO Siig bat etsirelecaedwel esi Sekedielek ean’ cavansaneksancebokSoanentee 11,732,833,820 


EXHIBIT 2 


1975 
$ 


PE PIG Fe ¥ | 
795,952,606 


187,658,780 


61,134,861 


9,553,945 ,952 





10,832,419,356 





13,543,763 ,928 





Contingent liabilities: bonds, debentures and loans guaranteed 
MTR MEIOTIC cere hae et Te iy code wink unter AM See bi Nac Rees as 5,027,075, 146 


3,843,449 294 


I have examined the above Statement of Assets and Liabilities of the Province of Ontario as at March 31, 
1976, the Statement of Consolidated Revenue Fund, the Statement of Revenue, the Statement of Budgetary Ex- 
penditure and the related financial statements appearing in Volume | of the Public Accounts for the year ended 
on that date. My examination included a general review of the accounting procedures and such tests of account- 


ing records and other supporting evidence as I considered necessary in the circumstances. 


In my opinion these financial statements present fairly the financial position of the Province as at March 31, 
1976 and the results of its operations for the year then ended, and were prepared in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. The generally ac- 
cepted accounting principles are those relative to government accounting and are fully described under the head- 


ing of **Basis of Reporting’’ on Pages 6-7 of Volume | of the Public Accounts. 


In accordance with section 20 of The Audit Act, a report will be made to the Legislative Assembly. 


F.N. Scott, C.A., 


Toronto, September 30, 1976 


Provincial Auditor. 
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STATEMENT OF REVENUE 
Year ended March 31, 1976 


1976 
$ 
RECOVERY OF PRIOR YEARS’ EXPENDITURES .........00eeeeeeeeeeeeeeeeneees 24,159,453 
TAXATION 
Personal INCOM 1La% Gites dbo sake ten cite ener peommerneee cours ES717155.810 
Retarl Salesrl ake eh we hes tetnsan cee ge deere eh ste aee eae tire ee eens 15327 -637,412 
Corporation. Taxes osc... <acnia crate pecs tan eemnrepees suas Haluttvenene rennet 1,140,039,319 
Gasolines Ak: Fuket es bone oh ete be ee a toe Sh oes PL Peek eee rare 505,098,008 
Federal Government Income Tax Revenue Guarantees ............ 255,499 ,000 
PETSIACCOCL AX freee ea Sots tale hrs ata er Heer inet eran areas 104,102,675 
Nina e PrOlits DAK ih cccskessataner tee okeaen ny ses onan cae sosevann orate 63,081,453 
(Ti ee ey oo AF ei Ua ENN ge thee NONE OR FAC Wie nate tse d ea fay YP 238,564,994 
S205 11 S,00) 
| CONAN IS ch RR OUT IRE er Rasher done cin cannon omc aiton 40,031,204 
PERS MCENCES- AND PERMITS 4.02000 nceid ues ta tease nah agate ine teem aie a oar i 8) ES ots 
EINESANDIPENAL TIES tee eee ee On diy vaecse lpia tae ene eer ear 46,504,400 
PROFITS FROM CROWN CORPORATIONS AND BOARDS 
Liquor Control Board of Ontario: «. oe << <ctetewcan nie. nee eraaace 333,500,000 
Ontario Lottery. Gorporationsecs 0.5 conser ee ccs hese yeuterrsy hanes 42,000,000 
375,500,000 
UWB ISTOMD O NGA TING sees Osteo ere etre eee cee Ne cre eee eres 2,599,868 
SAT ES=— IBANIDZAND ID IISDIN GStar ete one rmamenin: ante aie manent sere 7,742,180 
S ATES ==) THERG = irra ee eae ces cetera CEE aE eee cee 7,418,452 
FAC HUTTE SF pie ene etter ON RUSE ce can ct Bed cy eg ne a a ee 21,360,885 
PREMIUMS—ONTARIO HEALTH INSURANCE PLAN .........seeceeceeeeeeeeees 572,521,648 
WDGERY: SERVICE GHARGE St t,o cnisth ccinal iio Seen aT ae 32,421,830 
MISCEERANE OU Sire trsceee Ie ree es etic aes eee te ee 6,294,610 
GOVERNMENT OF CANADA 
Reimbursements of Expenditures 
Hospital Insurance and Diagnostic Services Act— 
hospital:operations nana ake dhitctiwcensen adem wade ate 848,620,261 
Canada sASSIStANGE: lal ole cote eh de ue ne eae a eee 443 ,938 ,609 
Medical Care-Actt strat enh acct ae ee Outen aie nace eens 287,661,054 
Post Secondary Education Adjustment Payment ................. 167,473,085 
Gd) aa a Rar RN ste sets VBR Reem tere nb et. lade 176,167,453 
1,923 ,860,462 
COUN TES Ree Ah vies dad ecient Rae oc atc a en ee ee 5,693 ,087 
1,929 553,549 
REIMBURSEMENTS OF EF x PENDITURES wc, 4 sociceoad ka ee 20,161,709 
TRL RRS To for, Wee petitioner nal sorbent ee 533,026,465 
UEDOSES (DLO AS At one a eee ee ee TE EP MEP AT SEL 9, 152,266,682 


EXHIBIT 3 


gs 
$ 


10,830,820 


1,445 552,199 
1,568 828,591 
891,907,759 
493,090,700 
49,496,000 
101,449,981 
152,802,601 
250,188,145 
4,953 ,315,976 
35,617,378 
279,085 ,252 


42,209,566 


301,650,000 


301,650,000 
2,502,945 
58,320,831 
6,765,768 
18,294,677 
548,095,482 
25,921,044 
1,140,841 


651,856,747 
300,031,205 
275,166,761 
142,685,004 
141,575,509 


1,511,315,226 
5,604,188 
1,516,919,414 
19,250,582 
455,128,405 





8,275,048 ,981 











EXHIBITS 





GENERAL GOVERNMENT— 

Office of the Lieutenant Governor 
Office of the Assembly 
Office of the Premier 


Cabinet Office 


Management Board of Cabinet 
Office of Provincial Auditor 
Office of the Ombudsman 
Government Services 
SERN P00 eek Pawnee Om 
0K ain te Mi SA ee oe 


Treasury, Economics and Intergovernmental Affairs 


JUSTICE POLICY FIELD— 


Justice Policy 


Attorney General 
Consumer and Commercial Relations 
Correctional Services 


Solicitor General 


RESOURCES DEVELOPMENT POLICY FIELD— 


Industry and Tourism 


SCY Ee a ee pee ea 


SOCIAL DEVELOPMENT POLICY FIELD— 
Social Development Policy 
Colleges and Universities 
Community and Social Services 
Culture and Recreation 
nr a 
LA ere 


Year ended March 31, 1976 


STATEMENT OF BUDGETARY EXPENDITURE 
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EXHIBIT 4 

1976 1975 

$ $ 
93,092 63,119 
30,090,520 8,155,940 
1,365,052 1,270,972 
1,179,940 1,212,824 
7,507,287 6,659,027 
1,544,261 1,335,318 
1,297,044 

288,388,813 269,238,043 
191,730,424 70,616,684 
172,995,073 122,988,643 
1 289,875,097 1,034,908 ,966 
353,200 291,623 
100,491,692 85,324,537 
43,337,457 35,056,222 
122,338,819 102,324,844 
128,018,608 105,480,297 
1,290,629 531,745 
Si 787711 112,763,448 
3,480,519 2,462,024 
82,956,640 57, 7417392 
50,151,057 36,794,479 
16,609,626 14,183,339 
207,981,417 184,692,338 
964,207,211 811,719,954 
1,490,842 1,266,654 
1,019, 134,305 878,386,059 
881,473,684 674,094,578 
108,855,803 ~ 74,268,167 
1,775,659, 142 1,598,379, 101 
27986;556, 366 2,529,399,210 
10,632,241 ,331 8,821 ,609,717 
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AUDITOR’S REPORT FOR 1975-76 


Te 


DATE OF 
ORDER 


Feb) 2 19/6 


April 
May 


13, 1976 
by, 1970 


March 9, 1976 
March 9, 1976 
March 9, 1976 


Feb. 10, 1976 
March 30, 1976 
Dec. 9, 1975 


March 16, 1976 
March 23, 1976 
March 23, 1976 
March 9, 1976 


March 30, 1976 
March 30, 1976 
March 30, 1976 
March 30, 1976 


MANAGEMENT BOARD ORDERS 


AMOUNTS AUTHORIZED AND EXPENDED THEREUNDER 
DURING THE YEAR ENDED MARCH 31, 1976 


SERVICE 





Office of the Lieutenant Governor 


Office of the Lieutenant Governor Program: 
Office of the Lieutenant Governor .............:.5. 


Management Board of Cabinet 


Personnel Services Program: 
French Canouape- Services. airs: csv «wee genes 
French Language Services gi... i. s0-cen tavere tod 


Ministry of Government Services 


Provision of Accommodation Program: 
AAMIMIStCAtION ae Oe ewes Brae cee Aa pee eee 
Real Property: Acquisitiom (2y-.20 sae ta eases een: 
AdVISOTY. SETVICCS. a b2.0e ane cc. tt atone nave rae 

Supply and Services Program: 

Program Adounistration 2. 2. . 2441-6 eee ee 
Collection Services: eu. goss sees wes dca ae 
Government Mail Services 
Employee: Henetits 7..22 mace 
Government Payments 
Telecommunications 
Protocol Services s iuin.< ascent soem eee ee 

Management and Information Services Program: 
Management Consulting Services 
Management Consulting Services <..22..40.0-anorn: 
systems Development Services #.....129ae 
Systems Development.Services \.ccton< cere 


AUTHORIZED 


100,000 
36,005 


136,005 


150,000 
»135,350 
250,000 


oo 


45,700 
500 
292,000 
15,465 ,000 
190,000 
450,000 
43,600 


121,000 
22,000 
320,000 
90,400 


EXHIBIT 6 


EXPENDED 


100,000 
34,392 


134,392 


101,425 
6,674,173 
220,350 


2,201 


287,052 
14,897,127 


334,570 
3,869 


93,561 


292,574 





22,913,902 


EXHIBITS 


DATE OF 
ORDER SERVICE AUTHORIZED 
Ministry of Housing 
Community Planning Program: 
fan. 27, 1976 CG SOLULT SUNOS ORR ene OR it Be 1,091,900 
Housing Action Program: 
April 13, 1976 PAIS SOM pave ceea G4 area, hy cearane mee 240,000 
Home Buyers Grant Program: 
Jan. 27, 1976 PRCT SIEOUONY c. EES 0.5, 45 SIA anteater 403 ,000 
Jan. 20, 1976 Home buvers Grant rund setae cae 25,500,000 
27,234,900 
Ministry of Revenue 
Support Services Program: 
March 16, 1976 PCMAUNSELAUI VE SOTVICOS give vce ésci vs .smensen dovasod 114,700 
Guaranteed Income and Tax Credit Program: 
Jan. 20, 1976 AAS ICTs EN MEE aoe 6o shhh conc aen sanurg viasretaene 900,000 
1,014,700 
Ministry of Treasury, Economics and 
Intergovernmental Affairs 
Tax Reform Program: 
fey. 25, 1975 ATC OTINEON AUC STANIS foc. cons ne SO 21,000,000 
mec. 16, 1975 Payments on Provincial Properties ................. 1,200,000 
fp. 3, 1976 MAST OUR SSI TAN CR iris Pe cast Ass cs CRE ad 50,000 
General Financial Assistance Program: 
March 16, 1976 Employment Incentive Programs ................64 4,000,000 
26,250,000 
Ministry of the Attorney General 
Law Officer of the Crown Program: 
March 9, 1976 PASI ANONCEAL Ee tcc e ec ones cede io vee ttaae 30,000 
March 30, 1976 PNOINC VSO LA wicca oacantes sh cage une eden nate asenaes 1,900 
March 30, 1976 Deputy Aire vy GeNerah <.sc0suan esiecnre :caevien 2,800 
Sept. 11, 1975 PRONE OMARION S ates 7 eal chen Keke Sods 524,000 
Nov. 18, 1975 OVA Ore SIORS Fine oe aa ack fase Se eee nas 1,642,000 
Administrative Services Program: 
fen, -24, 1976 Hata UAVAV TES OBS TAS | pores stat ae aN peat eg rd ee te a 1,406,700 
April 20, 1976 Audis tratOMe Lae Rete eee th ad Gostian jaso'es es aaan'ss 800,000 
March 30, 1976 Financtal Manacements. «7-21.50. 14,200 
March 9, 1976 Wa aveIent UCase thadsia akg sidiensde edie! 25,000 
March 30, 1976 WiIBORC CMON AIL. seta tiiits Aancop hve narcndiets cin 10,800 
Guardian and Trustee Services Program: 
March 30, 1976 WEVA CMAIOIANY ce chat ya ieee tinue seers an ele ORO 15,200 
March 9, 1976 Paisttice dl Vile leer eee ar trarcuicon sucauacAone nae hemes 100,000 
March 30, 1976 1 Hic Way (ol oo CP RAS rate ek 35,800 


March 23, 1976 SUrieme Cont Accountant <sc¢ cnn. Sleses obee<sha 12,000 
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EXPENDED 


789,042 
239,084 
403,000 
24,228,070 


25,0591 90 


20,819,594 
PLoS) 629 
29713 


3,948,743 


25,997,749 


30,000 
1,684 


524,000 
564,410 


— 


— 


406,700 
652,249 


24,437 


15,169 
100,000 
35,764 
11,624 
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DATE OF 
ORDER 


March 30, 


March 9, 
March 23, 
March 30, 


March 23, 
March 30, 


March 9, 
March 23, 
March 30, 
March 23, 
March 30, 
March 23, 
March 30, 


March 9, 
March 30, 


March 30, 
March 30, 
March 30, 
April 20, 
March 30, 


March 30, 
March 30, 


March 30, 


Deew «16: 
March 30, 


March) 2, 
March 30, 
March 16, 


1976 


1976 
1976 
1976 


1976 
1976 


1976 
1976 
1976 
1976 
1976 
1976 
1976 


1976 
1976 


1976 
1976 
1976 
1976 
1976 


1976 
1976 


1976 


1975 
1976 


1976 
1976 
1976 


AUDITOR’S REPORT FOR 1975-76 


SERVICE 


Ministry of the Attorney General—Continued 


Supreme Court Accountant ...............-screeedes 
Crown Legal Services Program: 

Crown-Attorneys SYStent ij.cesdt repre rice eerons 

Crown Attorneys SYStCM: i. sco.cuencess. nagemnnanerate 

Crown ttomeys System: ....40at<scseevesmmerecce 
Legislative Counsel Services Program: 

Legislative Counsel Services: cqncsetncecmianmaoverct 

Legislative Counsel S€rvices sccirsvrnesonsasedane 
Courts Administration Program: 

Program: Administration, G2... iccendausedee eee ee 

Siipreme CourlorOmtaria ry tievncese nse retarenes 

Supreme Courtot Ontario’ ..... .cuupeease ter tenes 

County, District and Small Claims Courts ........ 

County, District and Small Claims Courts ........ 

Provincial COUMtS: «ieicscrar epee ee ee eee 

ProvineialiC OUMS”. (02.0.1 encke semen enrnenn yaa 
Administrative Tribunals Program: 

Criminal Injuries Compensation Board ............ 

Criminal Injuries Compensation Board ............ 


7,692,400 


Ministry of Consumer and 
Commercial Relations 


Ministry Administration Program: 
Maragenient Secretariat: :<;,..or.qseee ae ee: 
Commercial Standards Program: 
Motor Vehicle Accident Claims Fund ............. 
Companies 
COMPARICS 5.9.4.2. 2 cB. 4 angered gh eee EON ees 
Technical Standards Program: 
Upholstered and Stuffed Articles ......:.:c.ce0.sn0s 
Public Entertainment Standards Program: 
Regulation of Horse Racinamiesc. encase 
SHIVERS fat cet teecn tenes tas 1h eee erate ae ere eee eee 
Property Rights Program: 
Personal Property Registration 20 00cssuenrsees aber 


Ministry of Correctional Services 


Ministry Administration Program: 
Personnel Services 
HOrsonne Serviresncara Meee dcaese eee ee oe 

Rehabilitation of Adult Offenders Program: 
General Administration 
eneral Administration. «.asescs. se eee 
Care, Treatment and Training of Adult 

Offenders 


AUTHORIZED 


2,000 


330,000 
340,000 
263,400 


10.000 
9,000 


540,000 
30,000 
12,400 

608 ,000 
26,300 

660,000 
73,709 


164,000 
3,200 





26,200 
302,700 
31,000 
49 ,000 


2,200 


14,400 
17,800 


384,200 





389,600 
129,500 


4,445 ,300 


EXPENDED 


330,000 
340,000 
148,024 


8,105 


68 ,032 
Lh see 


608,000 


26,196 
344,697 


ISG. 


6,407,002 


1O5827) 
296,576 


31,000 
48 856 


11,734 
10,634 


384,155 


802,782 


309,200 
47,195 


389,600 
70,093 


4,445,300 


DATE OF 
ORDER 


March 30, 1976 
March 30, 1976 


March 30, 1976 


6, 1976 
| 6, 1976 
April 6, 1976 


April 6, 1976 
April 6, 1976 


April 6, 1976 
April 6, 1976 
April 6, 1976 
April 6, 1976 
April 6, 1976 
April 6, 1976 
April 6, 1976 
April 6, 1976 
April 6, 1976 
April 6, 1976 


April 6, 1976 
April 6, 1976 


Pee. 16, 1975 
March 9, 1976 


EXHIBITS 


SERVICE 


Ministry of Correctional Services—Continued 


Care, Treatment and Training of Adult 
A ONTENOG Comet Aes eee i san sds oxen 


Rehabilitation of Juveniles Program: 
WOnera eAGHINIStrAtON 9... 220520 eee ee les 


Ministry of the Solicitor General 


Ministry Administration Program: 
PU ne ite Clits ij Cy gl Sedan Fane ee ee 
eed ROTATE Lea Mets ©. 1 ot ee Re 
Planning and RV al uatiGn ante cesise< voce saa dedewa cs 
Supervision of Police Forces Program: 
Wulanio Police Commission <0 seis. ccndcecacscon ots 
(nianlo Police GONG Wh Oe ais ncicvsdes cane 
Ontario Provincial Police Management Program: 
Tee OE Te KOT SHINE DA ws case utiica ts «ext Gade 
NG at Tie CLE aes eee ee a a es.@s oe «fs oi aceease ais 
Lelong Feel G11 Vel a 
IAS eter wn CS MA ee Pc 
PURE OV LOTTO UN He an sea ve bisatiad bncs did wus acta aoa tas 
Ontario Provincial Police Criminal and 
General Law Enforcement Program: 
COMIC OLDS erecta ne Vests acs stent Fat ee 


Ontario Provincial Police Traffic Law 
Enforcement Program: 
RSCTA ARIAS ta, Ce eet i sont wah Gets nciecenienaa gue 
Caw Fotorcemient—Unitorm, .... 2060. c.ccet neon sane 
Law Enforcement—Civilian 


Resources Development Policy 


Resources Development Policy Program: 
Commission on Hydro Long Range Planning .... 
Commission on Hydro Long Range Planning .... 


AUTHORIZED 





1,524,400 
5,300 







201,900 


V,0535;,200 









7,200 
9,100 — 
2,800 










102,500 
70,000 










239,000 
76,600 
74,100 

7,500 

110,000 












2,700 
6,144,700 

238,000 
318,000 








2,700 
6,144,700 
238,000 


13,787,600 





















300,000 
210,000 


510,000 
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EXPENDED 


1,486,300 
2,444 


145,007 


6,895,139 


_ 97,178 
64,266 


194,119 
535220 
68,020 

4,095 

109,606 


eas 
5,881,808 
181,365 
306,898 


LeitS 
5,881,808 
181,365 


13,025,978 


300,000 
204,459 


504,459 


146 


DATE OF 
ORDER 


March 30, 1976 
March 30, 1976 


March 16, 1976 


April 13, 1976 


April 13, 1976 


Dec. 16, 1975 


April 13, 1976 
March 30, 1976 
April 13, 1976 


April 13, 1976 
March 30, 1976 
April 13, 1976 
March 30, 1976 
April 13, 1976 


March 30, 1976 
April 13, 1976 
March 30, 1976 
April 13, 1976 
March 30, 1976 
April 13, 1976 
March 30, 1976 


March 23, 1976 


March 2, 1976 


AUDITOR’S REPORT FOR 1975-76 


SERVICE AUTHORIZED 


Ministry of Agriculture and Food 


Ministry Administration Program: 


Main Office sk scccuccsediconaaaettne tesa ae eee 50,000 

Tegal Services: exe sicseoch twa ye print onipbem saatemmep acres 14,000 
Agricultural Production Program: 

Assistance to Primary Food Production ........... 4,000,000 
Agricultural Marketing Program: 


Mat keting .iesavccies dastapecoe ss ceersenasaseremunarsman 100,000 


4,164,000 





Ministry of Energy 


Energy Policy Program: 


Ererey POUCH i...2.cic aiensieuncus tease tana ase 38,800 
Ontario Energy Corporation Program: 
Ontario, Energy Corporationeesrs tart neenaecen ee 209,300 


248,100 


Ministry of the Environment 


Ministry Support Services Program: 


LE Gal Serviges +. .u: weieacgaees tahaane oe eemeeaneans 29,000 
echnical: SUpPOM SEIVICES a, serge wae ree 2,000 
Technical Suppor Services .2.25,5.cesedces ast oben 30,000 
Environmental Assessment and Planning 
Program: 
Procrans -ACiainMEStrallOn Ge.....dcp eave area 40,000 
PIT AROSOU COB tectatte Cocca s s Uap tae cae eae 2,000 
MY LIB SOURCES: tases. eta. nea Ree eae 63,000 
Environmental Approvals and Land Use .......... 39,000 
Environmental Approvals and Land Use .......... 9,000 
Environmental Control Program: 
ProoramicAdministration: acc. 2.10 enc ee en ere emer 8,000 
Program AcimaniStratiottind:s ccccaranaccen en. a oaeee 102,000 
Ingustrial ADAtQMGiE oe <nsas nea eee eee 79,000 
Industrial Abatement Scsccac* Aen eee 1,204,000 
Municipal and Private Abatement .................. 46,000 
Municipal and Private Abatement .................. 493,000 
Utility Plant Development and Construction ..... 10,300,000 


12,446,000 


Ministry of Industry and Tourism 


Ministry Central Office Program: 

NIAID OLIGO cen pate cent aeee mean cer niene eee eee 23,500 
Industry Development Program: 

Industry Technology Development ................. 164,000 





EXPENDED 


10,910 
135268 


3,553,346 


67,821 


3,645 ,338 


5,284 


168,793 


174,077 


28,969 
2,000 
21,950 


34,165 


35,494 


8,000 
55,733 
79,000 
177,93 

46,000 
396,234 
9,781,767 


—_— 


11,667,282 


23,050 


164,000 


EXHIBITS 147 


DATE OF 
ORDER SERVICE AUTHORIZED EXPENDED 
$ $ 
Ministry of Industry and Tourism—Continued 
March 23, 1976 Industry Technology Development ................. 120,400 104,886 
Tourism Development Program: 
fan, 13, 1976 Tourism Industry Development ..................... 895,000 810,566 
Operations Program: 
March 23, 1976 ROMEAO WL Otiee errr eee tise eee Va Soi 8 Boa’ 65 ,600 51,569 
March 23, 1976 COI SOAS Teyiry ae rer eT ee cn fete anual 79,400 45,133 
March 23, 1976 Jae Vin ors Cate oa die by eter ents OF kc) eae Rc I aE 53,600 35,466 
Administration Program: 
March 23, 1976 PPG PTA e NIIMISECARLON  cace ccacs vce caledcs ch dieecvs 4,000 — 
March 23, 1976 Hintgicral ais WTMCeSCIVICES (i, 0255.05 -vaseackl en 4,400 — 
March 23, 1976 POUR OMG ID et VECO Sin er hac acs sos ce wod veda 13,200 7,860 
March 23, 1976 NeataSe ee OPTVICES 4 igiccasasceinees xis shed) ceeeke 12,100 8,030 
Ontario Place. Corporation Program: 
Feb. 17, 1976 Ontano Place Deyelopnient «4 eatin Bees 40,000 40,000 
Industrial Incentives and Development Program: 
March 16, 1976 Ontario Development Corporation ................. 4,000,000 2,337,389 
March 16, 1976 Northern Ontario Development Corporation ...... 5,000,000 4,663,493 
10,475,200 8,291,442 


Ministry of Labour 


Ministry Administration Program: 


Dec. 2, 1975 ET iLO jt cleloke meres Brean ae ene We Rt SB arse Rees 36,242 
Human Rights Commission Program: 
April 6, 1976 Ace ETEK TANG Hine casei’ Pcp thavewrncorbeds 20,779 
102,100 57,021 
Ministry of Natural Resources 
Ministry Administration Program: 
April 6, 1976 Pe te RES Be end Fin oot Wh Ser bce aoe Pas Send eae 213,800 213,096 
April 13, 1976 WGis AO mel VICES Seri Re cocriva data setsioa dia waes aise 100,000 69 654 
Land Management Program: 
Jan. 20, 1976 BAAR CON ere Pies ay, WM arene cals toes 55 presse 133,400 133,400 
March 9, 1976 Nr WE CS ao an ta he 159,100 159,100 
April 6, 1976 Wh Scar If hal a0 Sennen een hy Se oe 77,800 36,195 
rep, 10, 1976 Pelee ie een cee atts aks es adh ions 6,048 ,000 6,048 ,000 
March 23, 1976 TEE Pods 17 1c ORR ke ee ae 65,500 46,177 
March 30, 1976 COnSEry ation A UtNONIES ott Soest ts andrew arnae 1,304,000 1,030,126 





Ministry of Transportation 
and Communications 


8,101,600 7,735,748 
Ministry Administration Program: 


April 13, 1976 jel Se a) Se lad bet ole aed ey Oe SPR 135,000 m as 

March 23, 1976 Bee CRY T OC sae raat se acs Gaels sare iste wesc 80,000 3 
Planning, Research and Development Program: 

Dee: 16, 1975 Research and Development ..............:000:s0s000 6,100,000 4,130,696 
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DATE OF 
ORDER 


April 20, 1976 


April 13, 1976 
March 16, 1976 


Dec lo. L975 


April 13, 1976 
April 13, 1976 
April 6, 1976 


Febo 17,1976 


March 2, 1976 


Rebs i, 1976 
April 13, 1976 
Feb. 10, 1976 
Jan. 27. 1976 


March 2, 1976 
Feb. 3, 1976 
April 13, 1976 
April 13, 1976 
April 20, 1976 


AUDITOR’S REPORT FOR 1975-76 


SERVICE 


Ministry of Transportation 
and Communications—Continued 


Safety and Regulation Program: 

TACCNSIRY 5 j.cp ns ont vo nanacmrmoeear enon deca narar aia 
Provincial Roads Program: 

MATRERANCE xiicq cant ne sacececaced oem cecei i astute rare atte 
Air Program: 

CDS PACTON Shey tates nagrdis avian teaver ames ee 
Municipal Transit Program: 

Capital and Construchonm <., canna) ones roman cue 


Social Development Policy 


Social Development Policy Program: 
social Development Pony cnx rrctacacme nets ian ae 
nocib Development Councils... selva enets named 


Ministry of Colleges and Universities 


University Support Program: 
Ontario Council on University Affairs ............. 
Colleges and Adult Education Support Program: 
Grants for Colleges of Applied Arts and 
Technology and other Organizations ............ 
Grants for Colleges of Applied Arts and 
Technology and other Organizations ............ 
Student Affairs Program: 
Proerami cAdministration:. . aracccca een ee ere 
Program Administration! {atone eee 
SUUEHIAS WOpOrt \iaes tek Aik te ee er eee mes 
Suminen Experience: Youth Projects 2... ae. 


Ministry of Community and Social Services 


Ministry Administration Program: 
DOAK GL REVIEW .stisnce ict gee Settee ken ee ee 
Social and Institutional Services Program: 
Services for Children 
Services for,Children 
Services for Adults 
Services for Adults 


AUTHORIZED 


850,000 


3,900,000 
160,000 


30155100 


16,300,700 


146,200 
115,000 


261,200 


15,000 


3,692,450 
1,285,000 
88,000 
35,000 


2,250,000 
800,000 


8,165,450 


30,000 





4,000,000 
395,000 
535,000 

2,680,000 


7,640,000 








EXPENDED 


423,659 
3,676,019 
154,943 


2,918,201 


11,374,495 


1S 99 
100,875 


1763872 


3,496 


3,692,450 
863,117 
88,000 
13,427 


1,770,398 
324,943 


6,755,830 


29: 321 


4,000,000 
382,356 
535,000 

2,620,193 


7,566,868 


DATE OF 
ORDER 


Nov. 4, 1975 
March 30, 1976 
March 30, 1976 
March 30, 1976 


March 9, 1976 


Nov. 4, 1975 
March 2, 1976 


Jan. 27, 1976 


March 9, 1976 
Jan. 6, 1976 
March 16, 1976 


March 2, 1976 
hep, 17,1976 
March 2, 1976 


EXHIBITS 


SERVICE 


Ministry of Culture and Recreation 


Ministry Administration Program: 
PERN COLIC E wate aha e mictertthn oman elev tans yon t Bio te 


Libraries and Community Information Program: 
PAREN AS CEVICES id trees Med een Nag clic in dhs 6 2 pind Sees 
Sports and Fitness Program: 
SOIT oe NSIS CADE ie eit Sects rime vse sa tue deaky ves 
MER EUILY ASSIST ANCOR te los tun oon henneesds es 


Ministry of Education 


Ministry Administration Program: 
RGEMCTAL AMIN SErUUON is autee. come. co dels oc menicdenanee. 
Education Development and Administration 
Program: 
SOE SPONGENCEMZOUTSOSOREVICES 25: ce. hieee casey: 
MCUOO! BUSINESS ANG FINANCE 0... sce cc ene esos oes 
School Business and Finance 


Ministry of Health 


Treatment and Rehabilitation Program: 
General Hospitals and Related Activities ......... 
Extended Care and Rehabilitation Services ....... 
Psychiatric Services 


Total Management Board Orders .................. 
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AUTHORIZED EXPENDED 
$ 
200,000 200,000 
145,500 50,748 
300,000 123,460 
30,300 10,423 
28,500 19,973 
7,600,000 7,600,000 
2,400,000 1,096,933 
10,704,300 9,101,537 
233,000 92,152 
450,000 449 488 
57,400,000 57,400,000 
19,000,000 18,637,039 
77,083 ,000 76,578,679 
2,540,750 2,462,842 
12,000,000 8,175,431 
9,563,050 8,825,651 
24,103,800 19,463 ,924 
289,905,005 265,029,883 
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MINISTRY 


Office of the 
Assembly 


Office of the 
Premier 


Cabinet 
Office 


Management 
Board 
of Cabinet 


Office of 
Provincial 
Auditor 


Office of 
the Ombudsman 


Ministry of 
Government 
Services 





STATUTORY APPROPRIATIONS 


AMOUNTS EXPENDED THEREUNDER 


DURING THE YEAR ENDED MARCH 31, 1976 


ACTIVITY 


The Election Act 
Contribution to Legislative Assembly 
Retirement Allowances Account 
Commission on Election Contributions and Expenses 


Premier's Salary 


Ministers Without Portfolio Salaries 


Minister's Salary 
Reserve for Outstanding Cheques 


Provincial Auditor’s Salary 


The Ombudsman 


Minister’s Salary 

Ministers Without Portfolio Salaries 

Government Printing Account 

Government Mail Services 

Payments under Section 19 of The Public Service 
Superannuation Amendment Act, 1960-61 

Employee Benefits (Government Contributions) 

Supplementary Life and Long Term Income Protection 

Ontario Land Corporation—Land Maintenance 

Ontario Housing Corporation—Land Maintenance 

Contract Security Deposits 

Effingham Park Expropriation Trust Account 

Reserve for Outstanding Cheques 


PAYMENT 
CLASSIFICATION 





Expenditure 


Expenditure 
Expenditure 


Expenditure 


Expenditure 


Expenditure 
Charge 


Expenditure 


Expenditure 


Expenditure 
Expenditure 
Expenditure 
Expenditure 


Expenditure 
Expenditure 
Charge 
Charge 
Charge 
Charge 
Charge 
Charge 


EXHIBIT 7 


EXPENDED 


$ 
10,828,920 


7,946,460 
1,595 ,680 


20,371,060 


25,000 


25,000 


12,274 


12,274 


18,389 


46,590 


46,590 


1,297,044 


1,297,044 


MINISTRY 


Ministry of 

- Government 

Services 
(Cont'd) 


‘Ministry of 
Housing 


Ministry of 
Revenue 


Ministry of 
Treasury, 
Economics 
and 
Intergovern- 
‘mental 
‘Affairs 


EXHIBITS 


ACTIVITY 


Publications Deposit Trust Account 


Minister’s Salary 

Parliamentary Assistant's Salary 

Grants to Assist in the Erection of Housing 
Units for Elderly Persons 


Minister's Salary 
Retail Sales Tax—Contract Security Deposits 
Province of Ontario Savings Office Program 


Minister's Salary 
Parliamentary Assistant's Salary 


Public Debt 
Interest on Securities Issued 
In Provincial Account 
On behalf of Ontario Hydro 
To Teachers’ Superannuation Fund 
To Ontario Municipal Employees’ 
Retirement Fund 
Interest on Public Service Superannuation 
Fund 
Interest on Savings Office Deposits 
Other Interest, Exchange, Discount 
and Commission 


Development Loans 
The Ontario Education Capital Aid 
Corporation 
The Ontario Universities Capital Aid 
Corporation 
The Ontario Municipal Improvement 
Corporation 


Other Loans and Advances 
Ontario Hydro 
Ontario Northland Transportation 
Commission 
The Crop Insurance Commission of 
Ontario 


Pension Funds, Deposit, Trust and 
Reserve Accounts 
Payments from Ontario Energy 
Corporation Trust Account 


PAYMENT 
CLASSIFICATION 





Charge 


Expenditure 
Expenditure 


Expenditure 


Expenditure 
Charge 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Expenditure 
Expenditure 


Expenditure 


Expenditure 
Expenditure 


Expenditure 


Disbursement 
Disbursement 


Disbursement 


Disbursement 
Disbursement 


Disbursement 


Charge 


151 


EXPENDED 


639 
1,912,308 
18,000 
4,433 
757,000 


779,433 





18,000 
208,466 
530349) 


tO 


ho 


,609 861 


18,000 
2036 


436,772,514 
142,401,864 
109,852,660 

52,800,633 


61,610,660 
23,906,716 


39,402,598 


97,657,000 
42 294,020 


8,610,610 


575,000,000 
1 1,000,000 


2,600,000 


28,205,640 


LS2 


MINISTRY 


Ministry of 
Treasury, 
Economics 
and 
Intergovern- 
mental 
Affairs 
(Cont’d) 


Justice 
Policy 


Ministry of 
the 
Attorney 
General 


Ministry of 
Consumer 
and 
Commercial 
Relations 


AUDITOR’S REPORT FOR 1975-76 


ACTIVITY 


Payments from Public Service Super- 
annuation Fund 

Payments from Legislative Assembly 
Retirement Allowances Account 

Other 


Urban and Regional Planning 
The District Municipality of Muskoka Act 
The Regional Municipality of Sudbury Act, 1972 
The Regional Municipality of Waterloo Act, 1972 
The Regional Municipality of Durham Act, 1972 
The Regional Municipality of Halton Act, 1973 
The Regional Municipality of Peel Act, 1973 
The Regional Municipality of Hamilton- 
Wentworth Act, 1973 
The Regional Municipality of Haldimand- 
Norfolk Act, 1973 
The County of Oxford Act, 1974 


The Municipal Amendment Act, 
1974 (No. 3) 
Loans to Municipalities under The Shore- 
line Property Assistance Act, 1973 
Special Assistance to Municipalities 
Ontario Land Corporation 


Debt Transactions 
Debenture Repayment 


Parliamentary Assistant’s Salary 


Minister’s Salary 

Proceedings Against the Crown Act 

Allowances to Supreme Court Judges 

Allowances to Judges—Surrogate Courts Act 
Allowances to Judges—Extra Judicial Services Act 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Reserve for Outstanding Cheques 

Payments from the Motor Vehicle Accident 
Claims Fund 


PAYMENT 
CLASSIFICATION 





Charge 


Charge 
Charge 


Expenditure 
Expenditure 
Expenditure 
Expenditure 
Expenditure 
Expenditure 


Expenditure 
Expenditure 
Expenditure 
Expenditure 
Disbursement 


Expenditure 
Disbursement 


Repayments of 


loans 


Expenditure 


Expenditure 
Expenditure 
Expenditure 
Expenditure 
Expenditure 


Expenditure 
Expenditure 
Charge 


Charge 


EXPENDED 


47,053,064 


519,236 
673,918 


150,000 
122,584 
34,602 
44,846 
33,702 
34,132 


63,594 
23,165 
5,198 
13,068 
477,200 


56,000 
22,100,000 


82,834,247 


1,786,373,509 


2,582 


2,582 


18,000 
117,947 
150,693 
221,060 
315,71 


823,457 


18,000 
5,000 
766 


14,968,369 








MINISTRY 


Ministry of 
Consumer 
and 
Commercial 
Relations 
(Cont’d) 


Ministry of 
Correctional 
Services 


Ministry of 
the Solicitor 
General 


Resources 
Development 


_ Policy 


_ Ministry of 


_ Agriculture 


and Food 


Ministry of 
Energy 


y 


I 


} 
i 


EXHIBITS 


ACTIVITY 


Security Bond Forfeitures 
The Motor Vehicle Dealers Act 
The Real Estate and Business Brokers Act 
The Consumer Protection Act 


Crown Contributions re Judges’ Plans 
Fees under The Vital Statistics Act 
Liquor Licence Board of Ontario 
Liquor Licence Appeal Tribunal 

Rent Review Program 


Minister’s Salary 
Reserve for Outstanding Cheques 


Minister’s Salary 

Payments under The Ministry of Treasury, 
Economics and Intergovernmental Affairs Act 

Hearings under The Police Act 


Minister’s Salary 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Payment of Guarantees 
Payment to Chartered Banks re 
Guaranteed Loan Programs 
Subsidy Payments to The Ontario Crop 
Insurance Fund 
Tile Drainage Debentures (The Tile 
Drainage Act) 
Reserve for Outstanding Cheques 
Richard Blake Palmer Trust Fund 


Minister’s Salary 
Parliamentary Assistant’s Salary 


PAYMENT 
CLASSIFICATION 





Charge 
Charge 
Charge 


Expenditure 
Expenditure 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Charge 


Expenditure 


Expenditure 
Expenditure 


Expenditure 


Expenditure 
Expenditure 


Expenditure 
Expenditure 
Disbursement 


Charge 
Charge 


Expenditure 
Expenditure 


153 


EXPENDED 


ZOE O 
2,334,728 


18,800,968 
18,000 


405 


18,405 


£3,516 


13,433 
9,166 


36,115 


18,000 


18,000 


18,000 
5,000 


137,179 
5,690,546 
16,219,600 
90 

4,194 
22,074,609 
18,000 
3,525 


24520 
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MINISTRY 


AUDITOR’S REPORT FOR 1975-76 


ACTIVITY 





Ministry 
of the 
Environment 


Ministry of 
Industry and 
Tourism 


Ministry of 
Labour 


Ministry of 
Natural 
Resources 


Ministry of 
Transportation 
and 
Communications 


Social 
Development 
Policy 


Minister’s Salary 

Reserve Fund for Renewals, Replacements and 
Contingencies 

Sinking Fund for Recovery of Cost of 
Capital Assets 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Ontario Development Corporation 
Term Loan Program 

Northern Ontario Development Corporation 
Term Loan Program 

Eastern Ontario Development Corporation 
Term Loan Program 


Minister’s Salary 
Unclaimed Vacation-With-Pay Trust Account 
Employment Standards Unclaimed Wages 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Contract Security Deposits 

The Pits and Quarries Control Act, 1971 

The Algonquin Forestry Authority Act, 1974 

Forgiveness of Loans Made to Commercial Fisher- 
men under The Fisheries Loans Act, net of 
Contribution by Government of Canada 

Charge to Reserve Account—Loans to Commercial 
Fishermen under The Fisheries Loans Act 

Mine Rescue Training 

Contract Security Deposits 


Minister’s Salary 
Parliamentary Assistants’ Salaries 
City of Niagara Falls—Compensation for Loss 
of Taxes 
Trust Accounts 
Contract Security Deposits 
Construction Trust Account 


Minister’s Salary 
Parliamentary Assistant’s Salary 


PAYMENT 
CLASSIFICATION 





Expenditure 
Charge 


Charge 


Expenditure 
Expenditure 


Disbursement 
Disbursement 


Disbursement 


Expenditure 
Charge 
Charge 


Expenditure 
Expenditure 
Charge 
Charge 
Disbursement 


Expenditure 
Charge 


Expenditure 
Charge 


Expenditure 
Expenditure 


Expenditure 


Charge 
Charge 


Expenditure 
Expenditure 


EXPENDED 


$ 
18,000 


289,933 
25,544 
333,477 
18,000 
2,582 
18,737,990 
20,883,906 
11,126,528 
50,769,006 
18,000 
2,365,185 
191,874 
2,575,058 
18,000 
5,000 


29,400 
118,987 


400,000 
704,923 
193,241 
73,406 
3,700 


1,546,657 


18,000 
5,194 


12,000 


2,000 
175,194 


212,388 


18,000 
970 


18,970 





MINISTRY 


Ministry of 
Colleges and 
Universities 


Ministry of 
Community 
and Social 
Services 


Ministry of 
Culture and 
Recreation 


_ Ministry of 


{ 


) 
) 


Education 


| Ministry of 
| Health 

| 

| 


j 
| 


EXHIBITS 


ACTIVITY 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Reserve for Outstanding Cheques 

The Private Vocational Schools Act, 1974 

Queen Elizabeth II Ontario Scholarship Fund 
(Income Account) 


Minister’s Salary 
Bequests and Scholarships 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Ontario Olympic Lottery Sports Fund 

Contract Security Deposits—Athletics Commissioner 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Teachers’ Superannuation Fund (The Teachers’ 
Superannuation Act, Sections 22 and 23) 

Superannuation Adjustment Fund (The 
Superannuation Adjustment Benefits Act, 1975) 

Superannuation Adjustment Benefits (The 
Superannuation Adjustment Benefits Act, 1975) 

Bequests and Scholarships 

Correspondence Courses Relocation Incidentals 

Student Aid Loans Write-Off 

Education Relations Commission 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Reserve for Outstanding Cheques 

Ontario Hospital Association—Blue Cross 
Home Care Program of Metropolitan Toronto 
Estates’ Funds 

Bequests 

Hospital Trust Accounts 

Government Pharmacy Account 


Total Statutory Payments ........................ 


PAYMENT 
CLASSIFICATION 





Expenditure 
Expenditure 
Charge 
Charge 


Charge 


Expenditure 
Charge 


Expenditure 
Expenditure 
Charge 
Charge 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Charge 
Charge 

Expenditure 

Expenditure 


Expenditure 
Expenditure 
Charge 
Charge 
Charge 
Charge 
Charge 
Charge 
Expenditure 


cere reer reser eeerre 
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EXPENDED 


17,724 
59,720 
18,000 

33723 


21,723 


18,000 
5,000 
2,288,490 
12,600 


2,324,090 
18,000 
4,508 
T3589 103 
8; /17,899 
1,746,900 
Liye 
O00 
>,023 
398,646 


84,508,078 





18,000 
4,508 
18,777 
6,091 
1,401 
4,994 
38,021 

3 
1,230,854 


1,322,649 


| 1,998,912,945 
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a i a lc a ee a ee ee eee a 


Summary of Statutory Payments 


$ 
Expenditure ........cccessereenereseneres veers sensenesnacenens 989 636,935 
Disbursements and Charges ............sccesseeeeneseesveenes 926,441,763 
Repayments of Loans .........-.::seeseeeee eer te teens ences 82,834,247 


Cv (| ee aie perntater sew reer re win er nose erent cat co 1,998,912,945 
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ANNFTATY 
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NOILLOAS Liany 
SaIGISANS 
Tusa 





NOLLOAS 
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NOLLVXV |, 


HONVUg 


LIGNY FJANFTAAY 








NOLLVULSININGY 








HONVug LIGnNY 
SLNNODDY Ol1sndg 





HONVUg LIGAY 
AONADY NMOUD 





YO.LIGNY 
TIVIONIAOUd 
LNV.LSISSY 


YOLIGAY 
IVIONIAOU 





YOLIGNV TVIONIAOUd AO ADIAAO 
LUVHO NOILVZINVOAO 


NOILOAS LIGAY 
AUNLIGNAdXA 
AALLVULSININGY 


NOILLOIS LIGAY 
SLNAWAVd 
YAASNVUL 


NOLLOAS LIGNY 
SLAaSSY 
TWOISAH 





HONVUG 


LIGNY FAYNLIGNaAd xy 
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EXHIBIT 9 


REVENUE AND EXPENDITURE AUDITS 
OFFICE OF PROVINCIAL AUDITOR 


Year Ended March 31, 1976 


Administrative Expenditure, Ministry of Agriculture and Food 

Revenue and Trust Funds, Horticultural Research Institute of Ontario, Ministry 
of Agriculture and Food 

Revenue and Trust Funds, Kemptville College of Agricultural Technology, 
Ministry of Agriculture and Food 

Revenue and Trust Funds, New Liskeard College of Agricultural Technology, 
Ministry of Agriculture and Food 

Transfer Payments, Ministry of Agriculture and Food 

Expenditure, Ministry of the Attorney General 

Revenue, Ministry of the Attorney General 

Administrative Expenditure, Ministry of Colleges and Universities 

Revenue, Ministry of Colleges and Universities 

Transfer Payments, Ministry of Colleges and Universities 

Administrative Expenditure, Ministry of Community and Social Services 

Revenue and Trust Funds, Ministry of Community and Social Services 

Revenue and Trust Funds, Midwestern Regional Centre, Ministry of 
Community and Social Services 

Revenue and Trust Funds, Pine Ridge, Ministry of Community and Social 
Services 

Revenue and Trust Funds, Rideau Regional Centre, Ministry of Community and 
Social Services 

Review of Overpayments of Allowances under The Family Benefits Act, 
Ministry of Community and Social Services 

Expenditure, Ministry of Consumer and Commercial Relations 

Revenue and Trust Funds, Burtch Correctional Centre, Ministry of Correctional 
Services 

Revenue and Trust Funds, Glendale Adult Training Centre, Ministry of 
Correctional Services 

Revenue and Trust Funds, Grandview School, Ministry of Correctional Services 

Revenue and Trust Funds, Niagara Detention Centre, Ministry of Correctional 
Services 

Revenue and Trust Funds, Oakville Reception and Assessment Centre, Ministry 
of Correctional Services 

Revenue and Trust Funds, Ontario Correctional Institute, Ministry of 
Correctional Services 

Revenue and Trust Funds, Ottawa-Carleton Detention Centre, Ministry of 
Correctional Services 


Revenue and Trust Funds, Project D.A.R.E., Portage Lake, Ministry of 
Correctional Services 
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Revenue and Trust Funds, Vanier Centre for Women, Ministry of Correctional 
Services 
Administrative Expenditure, Ministry of Culture and Recreation 
Review of Olympic Lottery of Canada Corporation’s Financial Records 
Pertaining to Olympic Lottery Draws #1-#6, Ministry of Culture and 
Recreation 
Transfer Payments and Acquisition/Construction of Physical Assets, Ministry of 
Culture and Recreation 
Revenue and Trust Funds, Ministry of Education 
Revenue and Trust Funds, The Robarts School, Ministry of Education 
Expenditure, Ministry of Energy 
Revenue, Ministry of Energy 
Disbursements for Sewage and Water Treatment and Waste Utilization 
Facilities, Ministry of the Environment 
Revenue, Ministry of the Environment 
Acquisition/Construction of Physical Assets, Ministry of Government Services 


Bank Reconciliations and Related Activities, Ministry of Government Services 


_ Expenditure, Senior Compensation Plan Payroll, Ministry of Government 


Services 


| Administrative Expenditure, Ministry of Health 
_ Revenue, Ministry of Health 


Revenue and Trust Funds, Brockville Psychiatric Hospital, Ministry of Health 


_ Revenue and Trust Funds, Goderich Psychiatric Hospital, Ministry of Health 
_ Revenue and Trust Funds, Kingston Psychiatric Hospital, Ministry of Health 


Revenue and Trust Funds, Northeastern Regional Mental Health Centre, 
Ministry of Health 


_ Review of Cash Advance Arrangements for Federal Subsidies, Ministry of 


Health 


| Transfer Payments, Ministry of Health 
Revenue, Ministry of Housing 


Expenditure, Ministry of Industry and Tourism 


Revenue, Ministry of Industry and Tourism 


Expenditure, Ministry of Labour 

Revenue and Expenditure, Management Board of Cabinet 

Acquisition/Construction of Physical Assets, Ministry of Natural Resources 
Revenue, Ministry of Natural Resources 


Revenue, Mining Recorder’s Office, Kenora, Red Lake, Sioux Lookout, 


Ministry of Natural Resources 


Revenue, Mining Recorder’s Office, Sault Ste. Marie, Ministry of Natural 


Resources 


Revenue and Trust Funds, Temiskaming Testing Laboratory, Ministry of 


Natural Resources 
| Review of Aircraft Maintenance, Air Services Branch, Ministry of Natural 
Resources 


| Transfer Payments, Ministry of Natural Resources 
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Administrative Expenditure, Ministry of Revenue 

Revenue, Ministry of Revenue 

Transfer Payments, Ministry of Revenue 

Expenditure, Ministry of the Solicitor General 

Revenue, Ministry of the Solicitor General 

Acquisition/Construction of Physical Assets, Ministry of Transportation and 
Communications 

Administrative Expenditure, Ministry of Transportation and Communications 

Revenue, Registrar of Motor Vehicles, Ministry of Transportation and 
Communications 

Transfer Payments, Ministry of Transportation and Communications 

Administrative Expenditure, Ministry of Treasury, Economics and 
Intergovernmental Affairs 

Securities Branch, Ministry of Treasury, Economics and Intergovernmental 
Affairs 

Transfer Payments and Acquisition/Construction of Physical Assets, Ministry of 
Treasury, Economics and Intergovernmental Affairs 


Note: In general, this listing includes audits completed between the date of preparation (October 31, 1975) of 
our 1974-75 Report and the date (September 30, 1976) of our 1975-76 Report. In all cases at least a por- 
tion of the period covered by the audit fell within the year ended March 31, 1976. 
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EXHIBIT 10 





CROWN AGENCY AUDITS 
OFFICE OF PROVINCIAL AUDITOR 








Year Ended March 31, 1976 





(a) Audited by Provincial Auditor pursuant to appointment under the various re- 


| lated statutes. 


The Accountant of the Supreme Court of Ontario 
Agricultural Rehabilitation and Development Directorate of Ontario 
Alcoholism and Drug Addiction Research Foundation 
* Algonquin Forestry Authority 
The Centennial Centre of Science and Technology 
Commission on Election Contributions and Expenses (established in 
1975-76) 
*The Crop Insurance Commission of Ontario 
*Fastern Ontario Development Corporation 
The Fund for Milk and Cream Producers, The Milk Commission 
of Ontario 
, Health Insurance Registration Board (dissolved July 8, 1975) 
| The John Graves Simcoe Memorial Foundation 
The Law Society of Upper Canada, Legal Aid Fund 
*Liquor Control Board of Ontario 
Liquor Licence Board of Ontario 
The McMichael Canadian Coliection 
The Niagara Parks Commission (October 31, 1975) 
*Northern Ontario Development Corporation 
North Pickering Development Corporation 
(established in 1975-76) 
Office of the Assembly 
Office of the Official Guardian 
Office of the Ombudsman (established in 1975-76) 
Ontario Agricultural Museum (Note 3) 
The Ontario Cancer Treatment and Research Foundation 
(December 31; 1975) 
Ontario Deposit Insurance Corporation (December 31, 1975) 
*Ontario Development Corporation 
*The Ontario Education Capital Aid Corporation 
| The Ontario Educational Communications Authority 
Ontario Food Terminal Board 
The Ontario Heritage Foundation 
*Ontario Housing Corporation, including Ontario Housing 
| Corporation—Metropolitan Toronto Federal-Provincial 
| Projects (December 31, 1975) 
| *The Ontario Junior Farmer Establishment Loan Corporation 
Ontario Lottery Corporation 
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*The Ontario Municipal Improvement Corporation 
*Ontario Northland Transportation Commission 
(December 31, 1975) 
Ontario Place Corporation 
The Ontario Producers, Processors, Distributors and 
Consumers Food Council 
Ontario Racing Commission 
Ontario Stock Yards Board (June 30, 1976) 
*Ontario Student Housing Corporation (December 31, 1975) 
The Ontario Telephone Development Corporation 
(December 31, 1975) 
*The Ontario Universities Capital Aid Corporation 
Pension Commission of Ontario 
Province of Ontario Council for the Arts 
Public Service Superannuation Fund 
The Public Trustee of The Province of Ontario 
The Sheridan Park Corporation 
The St. Lawrence Parks Commission 
Superannuation Adjustment Fund (established in 1975-76) 


(b) Audited by Provincial Auditor pursuant to appointment by shareholders or 
membership bodies. 
Canadian Conference on Historical Resources 
*Ontario Mortgage Corporation 

Ontario Canteen Fund 

Ontario Industrial Training Institute 

The Owen Sound Transportation Company, Limited 
(December 31, 1975) 

Soldiers’ Aid Commission 

Star Transfer Limited (December 31, 1975) 


(c) Audited by Provincial Auditor pursuant to the provisions of The Audit Act. 
Legislative Assembly Retirement Allowances Account 
Motor Vehicle Accident Claims Fund 
The Province of Ontario Savings Office 
(d) Audited by Public Accountants subject to direction or review by the Provin- 
cial Auditor. 
*Ontario Land Corporation 


Toronto Area Transit Operating Authority 
Workmen’s Compensation Board (December 31, 1975) 


“Financial Statements reproduced in Volume 2 of the Public Accounts 1975-76. 


Note 1: In all cases the audit covered the fiscal year or period of the Agency concerned. In most instances the 
fiscal year or period ended on March 31, 1976. Where the Agency’s fiscal period ended on a date other 
than March 31, 1976, such date has been indicated in parenthesis. 
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Note 2: The Agricultural Research Institute of Ontario was listed under section (a) of Exhibit 9 in our 1974-75 
Report but does not appear in the foregoing Exhibit as the audit is now being performed in conjunction 
with the Revenue and/or Expenditure Audits of the Ministry of Agriculture and Food. 

Note 3: Audit of the Ontario Agricultural Museum was previously performed in conjunction with the Revenue 
and/or Expenditure Audits of the Ministry of Agriculture and Food. 
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EXHIBIT 12 


RECOMMENDATIONS OF THE STANDING COMMITTEE ON PUBLIC ACCOUNTS IN ITS 


INTERIM REPORT TO THE LEGISLATIVE ASSEMBLY DATED JULY 10, 1975 


Arising out of the statement of the Auditor to the Public Accounts Committee 
April 8th, 1975, the Committee recommends again that costs of Boards and 
Commissions be regulated and controlled and that budgets be struck and that 
specific regulations in regard to these Boards and Commissions be laid down 
by Management Board of Cabinet. 


. In view of the fact that no interest has been charged and no repayments made 


on the loans to commercial fishermen from the Ministry of Natural Resources 
the Committee again recommends to the Ministry of Natural Resources that 
they review this situation with a view to removing these loans from their 
books. 


. The Committee again recommends that the Student Awards Program have 


some penalties incorporated in it for those who try to defraud the system. 


. The Committee also recommends again most strongly that adequate guide- 


lines be drawn up with respect to the use and security of information used and 
stored by the government computer service. 


. The Committee further recommends that at the next Session during which the 


Public Accounts Committee will be active that the Committee receive a re- 
port from the Auditor in regard to the Ontario Educational Communications 
Authority. 


Item 116—Weaknesses in Accounting Procedures and Controls, Ministry of 
Industry and Tourism. 


The Committee found that there was some laxity in the regulations in regard 
to the purchasing within the Ministry. Correspondence from the Deputy Min- 
ister has indicated that these procedures have been tightened up. The Com- 
mittee recommends that the Auditor monitor closely this situation to ensure 
that purchasing is in line with Management Board orders. 


Item 117—Advertising Expense, Ministry of Labour. 


The Committee has been informed that we now have an agency of record, 
Foster Advertising, which in fact does the buying of media time for the gov- 
ernment as a whole. This has led to savings for the provincial government. 


An agency of record is ‘‘the advertising agency appointed to act as senior 
purchasing authority for all media space and time purchased on behalf of the 
Ontario Government. ”’ 


The Committee recommends that advertising expenditures of government 
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Ministries and agencies be confined to providing information as to govern- 
ment programs or where they can be applied for. 


Item 121—Claim Payments, Ontario Health Insurance Plan, Ministry of 
Health. 


The Committee received a full account from the Ministry of Health as to their 
attempts to provide a series of checks on doctors participating in OHIP and 
their patients. The Public Accounts Committee recommends that a Commit- 
tee be set up under OHIP with medical representatives to advise and inves- 
tigate any possible defrauding of OHIP by patients or doctors. 


The Committee is of the opinion that this matter should be under the direct 
control of the Ministry of Health. 


Item 107—Operating Grants to Community Mental Health Facilities, Min- 
istry of Health. 


The Committee recommends that all financial transactions be carried out in 
accordance with Management Board regulations in that written confirmation 
be provided before any authorization for expenditure of funds is given. 


Item 109—Queen Street Mental Health Centre, Ministry of Health. 


The Committee recommends that the Auditor continue to monitor the situa- 
tion at the Queen Street Mental Health Centre to ensure that regulations are 
being followed. 


. In the matter of the Gasoline Tax and Motor Vehicle Fuel Tax the Ministry of 


Revenue advises that the Gasoline Tax arrears as of March 31st, 1974, were 
$109,362.00 with doubtful accounts of $46,061 and the Motor Vehicle Fuel 
Tax was $504,002 after allowance of doubtful accounts of $117,564. 


The Committee recommends that the Ministry of Revenue monitor their ac- 
counts to ensure that no one operator be allowed to accumulate arrears over 
the sum of $5000 or over a ninety day period without action being taken to 
collect the arrears. 


Item 87—Examination of Lottery Records, Ministry of Consumer and Com- 
mercial Relations. 


The Committee found that 20 per cent of the total receipts collected were 
going to expenditures of running the lottery. The Committee feels that this 
figure is much too high and should be in the neighbourhood of 15% and in no 
case should be over 20%. 


As well, the Committee recommends that any lottery over $10,000 in total 


prize money should be subjected to certified returns under the Public Accoun- 
tancy Act. 


The Committee further recommends that the staff of the Lottery Branch be in- 
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structed to provide more extensive examination both to the actual operation 
of the lottery and the returns that are filed. 


Item 98—A Review of Catering Agreements, Ministry of Government Ser- 
vices. 


The Committee is not satisfied with the handling of the tendering for the 
Legislative Dining Room under the Ministry of Government Services. 


The Committee recommends that in the future when new specifications are 
prepared and new tenders called that all those who had tendered be informed 
of any changes in the specifications or tendering requirements. 


Item 118—The Employment Standards Act, Ministry of Labour. 


The Committee recommends that the Ministry of Labour increase the number 
of audits of the employers books where a Self- Audit Pay Direct has been au- 
thorized and unclaimed wages have not been turned in with the required audit 
completion report. 


Item 152—Northern Ontario Development Corporation. 


Re: Minaki Lodge 

The Committee has found that a consultant’s fee has been paid on a continu- 
ing basis for consultation services that have not been provided. It appears to 
be government practice that in sensitive negotiations with personnel the gov- 
ernment proceeds by paying a consultant's fee to the affected person. 


The Committee recommends strongly that this practice be discontinued in all 
ministries. 


The Committee further recommends that the government issue a statement on 
the future of Minaki Lodge. 


Item 158—Pension Commission of Ontario. 


The Committee recommends that the Auditor continue to monitor the situa- 
tion and that the Pension Commission ensure that the annual returns that are 
required by law be submitted for the pension plans involved. 


. Item 163—Soldiers’ Aid Commission and Ontario Canteen Fund. 


The Committee recommends that the Ontario Canteen Fund affairs be wound 
up. The Committee further recommends that in view of the costs of dispens- 
ing assistance that the Soldiers’ Aid Commission be phased out and adminis- 
tration of the program be assumed by the Ministry of Community and Social 
Services. 


Item 154—Ontario Housing Corporation. 


The Committee recommends that the Auditor report to the Committee in the 
next Session as to the progress of Ontario Housing Corporation in implement- 
ing the Auditor’s recommendations. These recommendations include: 
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1. increased effort to insure that the income of tenants in rental housing pro- 
perties is verified on an annual basis. 


2. immediate action to correct observed deficiencies in the handling of 
INE SE. cheques, ; 


3. incorporation of monthly follow-up and balancing procedures in the new 
accounting system being developed for the rent supplement program. 


4. improved internal control over receipts through prompt deposit of cheques 
received. 


_ Item 128—GO Transit Operations, Ministry of Transportation and Commun- 


ications. 
GO Dial a Bus—-The Committee recommends that where it is obvious that 


the public transportation being provided is overly costly that the experimental 
or demonstration projects be dispensed with. 


The Committee recommends that these systems be reviewed periodically ona 
cost benefit analysis so that the advisability of continuing the service might 
be demonstrated. 


Item 159—Province of Ontario Council for the Arts. 


The Committee recommends that the Ontario Council for the Arts be made 
more aware of their responsibility in the use of public monies and that ex- 
pense accounts particularly be very carefully monitored. The practice of en- 
tertaining people who are approaching the Council for grants at the Council's 
expense should be discontinued. 


. Item 137—Federal-Provincial Agreements. 


The Committee also recommends that the provincial government continue to 
negotiate with the federal government with a view to having the federal gov- 
ernment assist in the payment of administration costs on a percentage basis. 


Further the Committee recommends that the provincial government continue 
to advance the principle of advance payments with the federal government so 
as to relieve the province from borrowing money in advance to pay for the 
joint federal-provincial programs. 


Items 77 and 78—Management Board Orders and Special Warrants. 


Management Board Orders are orders for additional monies for the expansion 
of existing programs. | 


Special Warrants are requests for monies for entirely new programs generally 


in regard to matters of emergencies, disasters or other matters unforeseen. 


The Committee reiterates the recommendation of the Public Accounts Com- 
mittee of November 15, 1973, ‘‘that the Treasurer introduce legislation 
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which would require Management Board orders and Special Warrants be 
placed before the Legislature for ratification’’. 


The Committee feels this is in line with the responsibility and accountability 
of the government to the Legislature. 


Item 144—Wording of Audit Provision in Agency Legislation. 


The Provincial Auditor brought to the attention of the Legislature and this 
Committee the inconsistency of the audit provision in agency legislation. 


The Committee recommends that all agency legislation provide for a uniform 
audit provision that would require the Provincial Auditor to perform or direct 
the annual audit of Crown Corporations and Agencies. 


The Audit Act. 


The Committee was advised that certain sections of The Audit Act are redun- 
dant now that the Province is on a post-audit basis. Therefore, the Committee 
recommends that consideration be given to drafting a new Audit Act. This 
Act should include provisions with respect to: 


1. the protection of the Provincial Auditor and his staff appearing before a 
Committee of the Assembly; 


2. relationship of the Auditor to the Standing Committee on Public Ac- 
counts. 


The Committee requests that the new Audit Act be referred to the Standing 
Committee on Public Accounts by the Legislature for clause by clause re- 
view. 


NOTE: Item references are to sections of the 1973-74 Report of the Provincial Auditor to the Legislative As- 


sembly. 
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OFFICE OF PROVINCIAL AUDITOR 


1. Audit Responsibilities. The audit responsibilities of the Provincial Auditor 
are twofold, and involve the examination of: 


(1) The accounts of the Province in accordance with his appointment as 
auditor under The Audit Act. 


(ii) The accounts of Boards, Commissions and other Crown Agencies in 
accordance with his appointment as auditor under various related 
statutes or other appropriate authorities. 


The examination of the accounts of the Province for the year ended March 
31, 1977 was made in conformity with section 19 of The Audit Act which reads 
as follows: 


“19.—(1) The Auditor shall, on behalf of the Assembly, examine in such 
manner as he considers necessary all accounts of receipts and disbursements 
of public moneys forming part of the Consolidated Revenue Fund whether 
held in trust or otherwise in order to ascertain that adequate regulations and 
procedures are in operation, 


(a) to secure an effective check on the assessment, collection and al- 
location of revenue; and 


(b) to ensure that expenditures have been made in accordance with 
legislative authority. 1971, c. 54, s. 4. 


(2) The Auditor shall satisfy himself as to the correctness of the 
accounts mentioned in subsection 1. R.S.O. 1970, c. 36, s. 19(2).” 


All Ministries were subject to examination in accordance with section 19 
throughout the 1976-77 fiscal year. A listing of the revenue and expenditure 
audits covered by this Report appears in Exhibit 9. 


For the year ended March 31, 1977 the Provincial Auditor had audit 
responsibility for forty-six Boards, Commissions and other Crown Agencies 
pursuant to his appointment as auditor under the various related statutes. These 
Agencies are listed in Exhibit 10 to this Report. Three of these Agencies were 
nactive during 1976-77. Further comment in this regard is contained in section 108. 


The Provincial Auditor had audit responsibility during the year for six other 
Agencies as a result of his appointment as auditor by shareholders or membership 
dodies. A listing of these Agencies also appears in Exhibit 10. 


_ Exhibit 10 lists five other operations for which the Provincial Auditor’s 
iudit responsibility has not been specifically designated. The Provincial Auditor 
las undertaken to audit them on the same basis as Crown Agencies. In each 
tase the audit is made in accordance with the Provincial Auditor’s responsibilities 
Inder The Audit Act. 


It should be noted that not all Crown Agencies are audited by the Provincial 
Auditor. In accordance with relevant legislation, public accountants have been 
lesignated as auditors for certain Agencies. These Agencies include the Art 
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Gallery of Ontario, Clarke Institute of Psychiatry, The Ontario Cancer Institute, 
Ontario Hydro, The Ontario Institute for Studies in Education, Ontario Mental 
Health Foundation, Ontario Municipal Employees Retirement Board, Ontario 
Research Foundation, The Royal Ontario Museum, St. Clair Parkway Commission 
and the Teachers’ Superannuation Fund. 


Public accountants have also been designated as auditors for the Ontario 
Land Corporation, the Workmen’s Compensation Board and the Toronto Area 
Transit Operating Authority. However, in these cases, unlike those cited in the 
preceding paragraph, the governing legislation does involve the Provincial Auditor. 
With respect to the Ontario Land Corporation and the Workmen’s Compensation 
Board, the legislation requires that the audit by the appointed auditors be con- 
ducted under the direction of the Provincial Auditor. With respect to the Toronto 
Area Transit Operating Authority, the legislation stipulates that the auditor’s 
report and working papers be made available to the Provincial Auditor. 


2. Reporting Responsibilities. Under section 20 of The Audit Act, the Provincial 
Auditor is required to report to the Legislative Assembly on the results of his ex- 
aminations. Section 20 reads as follows: 


“90.—(1) The Auditor shall make an annual report to the Assembly 
respecting the fiscal year then closed, 


(a) as to his examination of accounts of receipts and payments 
of public moneys; 


(b) as to his examination of the statements of assets and lia- 
bilities, the Consolidated Revenue Fund, the net general 
revenue and expenditures and related statements in which 
he shall express an opinion as to whether the statements 
present fairly the financial position of the Province and the 
results of its operations and whether the statements were 
prepared in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the pre- 
ceding period; 

(c) as to all special warrants issued and the amounts expended 
thereunder; 

(ca) as to all cheques for the issue of which he has refused to 
certify, citing the date and the amount of any expenditures 
incurred in consequence thereof; 


(d) as to all orders of the Management Board of Cabinet issued 
for the authorization of expenditure in excess of appropria- 
tions, citing the date, the amount authorized and the amount 
expended; 


(e) as to any important change in the extent or character of 
any examination made by him; and 


(f) as to such matters as he desires to bring to the attention of 


the Assembly. R.S.O. 1970, c. 36, s. 20(1); 1971, ¢. 54, 
SHO yy 
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(2) The report of the Auditor shall be delivered to the Lieutenant 
Governor in Council and laid before the Assembly not later than the tenth 
day of the first session held in the following calendar years 17 lec. 544 
(2 eo 


For reference and identification purposes the above legislative provisions 


can be related to the content of this Report, or otherwise commented upon, as 


follows: 
20(1) (a) : Refer to “Comments on Revenue and Expenditure Trans- 
20(1) Cf) actions” (sections 49-106) and “Comments on Crown 
Agency Transactions” (sections 107-121). 
2O0C1)i(b) : Refer to “Expression of Opinion on the Financial State- 


ments of the Province” (section 9); “Comments on Assets 
and Liabilities” (sections 14-31) and “Comments on Con- 
solidated Revenue Fund” (sections 32-48). 


ZO ) (Cc) : Two Special Warrants were issued during the 1976-77 fiscal 
year (section 106). 


20(1) (ca) : This provision is no longer applicable as, effective with the 
1974-75 fiscal year, all expenditure review has been on a 
post-audit basis. 

20(1)(d) : Refer to Exhibit 6. 


POC) Ce) : No significant changes were made during the year in the 
extent or character of the Provincial Auditor’s examination. 


As previously indicated, in the case of certain Crown Agencies audited by 


public accountants, relevant legislation contains no reference to direction by 
_the Provincial Auditor, and makes no provision for any access by the Provincial 
_ Auditor to the records of either the Agency or the appointed auditor. Conse- 
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quently, the Provincial Auditor is not able to comment with respect to these 
Agencies. The absence of such comment in this Report is consistent with section 
21 of The Audit Act which reads: 


“Nothing in this Act shall be construed to require the Auditor to examine 
Or report upon the accounts of any agency of the Crown if the Lieutenant 
Governor in Council, in pursuance of statutory authority in that behalf, has 
designated another auditor to examine and report upon the accounts of such 
pecncy. ho). 1970, c. 36, Ss; 21." 


3. New Audit Act. The legislation currently governing the Provincial Auditor 
was originally passed in 1950 and was most recently amended in 1971. A number 
of the legislative provisions pertain to the pre-audit basis of expenditure review 
which was completely phased-out during the 1973-74 fiscal year. 


New legislation was introduced on April 6, 1977 to strengthen the role and 


responsibility of the Provincial Auditor, and to delete those sections of the current 
legislation which still pertain to the pre-audit function or are otherwise redundant. 


The proposed Act will: 
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1. Require the Provincial Auditor to report his observations on the economy | 


and efficiency of expenditures, as well as on the procedures undertaken 
by the ministries to measure the effectiveness of their programs. 


2. Broaden the powers and responsibilities of the Provincial Auditor by | 
allowing for inspection audits of, or for requiring a full accounting | 


from, recipients of transfer payments which now make up more than | 


70 per cent of provincial expenditures. 


3. Expand the powers and responsibilities of the Provincial Auditor regard- 
ing the audits of agencies of the Crown and Crown-controlled corpora- 
tions. 


4. Improve the independence of the Provincial Auditor by having his staffing 
and financial requirements approved by the Board of Internal Economy 


and by having his Report tabled directly in the Legislature by the Speaker. | 


The Legislature was dissolved on April 29, 1977 at which time the new Act | 


had received only first reading. However, the proposed legislation was re- 


introduced on July 5, 1977 during the first session of the new Parliament. This © 
session was adjourned on July 12, 1977 but it is expected that the proposed legisla- — 


tion will proceed to second reading when the Legislature re-convenes in the fall. 


4. Organization and Staffing. The Office of Provincial Auditor is divided into | 


four branches, each of which is administered by a Director. 


Public Accounts Audit Branch: audits the Public Accounts of the Province and | 
public debt transactions. Responsible for the — 
preparation of material for the Auditor’s Re- | 
port and liaison with the Standing Public — 


Accounts Committee. 


Revenue Audit Branch: audits payments into the Consolidated Revenue 


Fund—e.g. from various tax sources, Federal 
subsidy programs, etc. 


Expenditure Audit Branch: audits payments out of the Consolidated Rev- 


enue Fund—e.g. administrative expenditure, — 


grants and subsidies, etc. 


Crown Agency Audit Branch: audits Boards, Commissions and other Crown 
Agencies. Where specified by legislation, 


directs or reviews audits of Agencies per- | 


formed by public accountants. 


An Organization Chart of the Office is presented in Exhibit 8 to this Report. 


| At the date of this Report, the staff of the Office numbered seventy-eight, 
thirty-three of whom are professionally qualified accountants. Twenty-five em- 


ployees are enrolled in various stages of courses leading to professional qualifica- — 


tion through one of the following: The Certified General Accountants Association 
of Ontario, The Institute of Chartered Accountants of Ontario, or The Society of 
Management Accountants of Ontario. 
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5. Meeting of Legislative Auditors. Commencing in 1973 the Provincial Auditors 
| and the Auditor General of Canada have met annually to ciscuss matters of 
mutual interest and concern, and to review the role and direction of their respective 
Offices. These meetings provide an excellent forum for the exchange of ideas and 
information, and for the development of new and better ways of discharging 
audit responsibilities. The fifth annual meeting was held in Halifax on September 


' 13-14, 1977, and was attended by two members of this Office. 


6. Examination of the Accounts of the Office of Provincial Auditor. Section 25 
of The Audit Act reads as follows: © 


“An officer, appointed by the Lieutenant Governor in Council, shall examine 
the accounts relating to the disbursements of public moneys on behalf of the 
Auditor and his staff and such officer shall report thereon to the Lieutenant 
Governor in Council.” 


As indicated in our 1975-76 Report (section 5), a public accounting firm 
‘was appointed by Order in Council dated December 17, 1975 to audit the accounts 
and financial transactions of the Office of Provincial Auditor for the three year 
period ended March 31, 1975. This audit was completed and a report made to 
the Lieutenant Governor in Council on February 20, 1976. 


The appointment of an auditor to audit the accounts and financial transac- 
tions of the Office of Provincial Auditor for periods subsequent to March 31], 
1975 has not as yet been made. 


7. Timetable for Preparation and Submission of the Provincial Auditor’s Annual 
‘Report to the Legislature. Section 20(2) of The Audit Act requires that the 
Auditor’s Report be laid before the Assembly not later than the tenth day of the 
first session held in the following calendar year. As explained in our 1975-76 
Report (section 6), we are now striving to table our Report on or before Decem- 
ber 31st next following the close of the fiscal year, provided that the Legislature 
is then in session. 


To achieve this objective, and to allow the required time for the preparation 
and printing process, our Report covers audits completed by September 30th. Our 
1976-77 Report, therefore, covers audit activity through the twelve month period 
October, 1976 through September, 1977. 


16 AUDITOR’S REPORT FOR 1976-77 





PUBLIC ACCOUNTS 


8. Preparation of the Public Accounts. The Public Accounts are prepared under 
the direction of the Treasurer of Ontario as stipulated in section 13 of The 
Ministry of Treasury, Economics and Intergovernmental Affairs Act, 1972. This 
section reads as follows: 


“The Public Accounts for the 1971-72 fiscal year and subsequent years shall 
be prepared under the direction of the Treasurer and shall be delivered to 
the Lieutenant Governor in Council and laid before the Assembly not later 
than the tenth day of the first session held in the following calendar year.” 


The audit of the Public Accounts consists of an examination of the financial 
statements of the Province appearing in Volume 1, and on which the Provincial 
Auditor expresses an opinion. Volume 2 contains reproductions of audited finan- 
cial statements of Crown Agencies which have an advance from the Province or 
in which the Province has an investment. The details of expenditure appearing in 
Volume 3 are not reviewed by this Office prior to publication but are subject to 
examination during our subsequent post-audit of the Ministry concerned. 


9. Expression of Opinion on the Financial Statements of the Province. The ex- 


pression of opinion referred to in the preceding section appears on Page 13 of | 


Volume | of the 1976-77 Public Accounts and reads as follows: 


“Tl have examined the Statement of Assets and Liabilities, and related 
schedules, of the Province of Ontario as at March 31, 1977 and the State- 
ment of Consolidated Revenue Fund, and related schedules including the 
Statement of Revenue and the Statement of Budgetary Expenditure, for 
the year ended on that date. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstances. 


“In my opinion, these financial statements present fairly the financial post- 
tion of the Province as at March 31, 1977 and the results of its opera- 
tions and the changes in its financial position for the year then ended. The 
financial statements were prepared in accordance with generally accepted 
accounting principles which, except for the changes in accounting treatment 
outlined on page 7 of Volume 1 of the Public Accounts, were applied on a 
basis consistent with that of the preceding year. The generally accepted 
accounting principles are those relative to government accounting and are 
described under the heading of ‘Summary of Significant Accounting Policies’ 
on Pages 6-7 of Volume | of the Public Accounts.” 


10. Summary of Significant Accounting Policies. As noted in the prior section 
this summary is contained in the Public Accounts and is reproduced in this 
Report for ease of reference: 


“The Accounting Entity 


In the operation of its financial affairs the Province of Ontario employs the 
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concept of a Consolidated Revenue Fund, unique to the parliamentary system of 
government. The financial transactions of government ministries are recorded and 
displayed as Consolidated Revenue Fund cash inflows and outflows. With respect 
to the financial operations of provincial crown corporations, agencies, boards and 
commissions, the financial statements of the Consolidated Revenue Fund reflect 
only the extent to which their operations have been financed from or have 
contributed to the Fund for the year. 


“The Accounting Basis 


The Province of Ontario uses the cash basis of accounting for its financial 
transactions, modified to allow an additional thirty days to pay for goods and 
services pertaining to the fiscal year just ended. In this regard, payments to em- 
ployees for the pay period which overlaps the fiscal year end date are apportioned 
between the two years. The cash basis of accounting, modified as described, is 
used to disclose to the public the stewardship of the Government in regard to 
monies entrusted by appropriation, and raised through taxes and borrowing. 
Revenues and expenditures being unrelated in nature are matched only by timing 
of cash flow. 


_ “Classification of Transactions 


The transactions of the Province of Ontario are presented in summary form 
according to the three distinct areas of government activity through the Con- 


_ solidated Revenue Fund. 





‘Budgetary Transactions’ are operational activities which include the revenues 
raised through taxation, premiums, fees, licences and permits, payments from 
the federal government under shared-cost programs, and income from in- 
vestments. Expenditures on government programs include payments for 
goods and services, interest on the public debt, salaries, transfer payments to 
individuals, municipalities and institutions under various social programs, 
subsidies and grants and the acquisition or creation of fixed assets. The 
extent to which revenue exceeds or falls short of expenditure directly de- 
creases or increases the net debt of the Province. 


‘Non-Budgetary Transactions’ are the lending, investment and trust adminis- 
tration functions which include, as distinct from expenditure, the government 
lending and investment activity in various crown corporations, agencies 
and municipalities. All of these loans and advances are repayable or repre- 
sent equity holdings supported by the assets of the corporations. Also in- 
cluded in this category is the activity within deposit, trust and certain special 
purpose accounts. ‘Disbursements’ is the term used to describe the lending 
and investment transactions of the government. ‘Receipts’ consist of the repay- 
ment of loans or recovery of investments. ‘Credits’ is the term used to 
describe payments into deposit, trust and special purpose accounts. Payments 
made from these same accounts are termed ‘Charges’. 


‘Debt Transactions’ are the borrowing and repayment transactions which 
include obligations issued to both non-public and public sources of funds. 
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“Assets and Liabilities 


The assets and liabilities reported in the financial statements are financial 
claims which have been created by cash transactions. The assets are claims by 
the Consolidated Revenue Fund on other parties. The liabilities are claims by 
other parties on the Consolidated Revenue Fund. 


Since expenditures on fixed assets are not considered to differ from any 
other service to the public, they are expensed as budgetary items in the year 
of acquisition. Neither do they represent financial claims on others and are there- 
fore not reported as balance sheet assets. 


Debentures, notes and treasury bills are recorded as liabilities at the face 
value of the debt instrument, and discount, premium and commission expenses 
are treated as current year budgetary transactions. The general resources of the 
Province are used for the continued orderly retirement of debt and no sinking 
funds are maintained for this purpose. 


The contingent liabilities of the Province consist of guarantees by the 
Treasurer of Ontario of debt instruments issued by provincial agencies, boards, 
and commissions and bank loans under certain government programs. Other signi- 
ficant legal commitments and liabilities are disclosed in notes to the financial 
Statements. 


The net debt of the Province is the excess of liabilities over recorded assets. 
It is also the accumulation of all budgetary deficits and surpluses since Confedera- 
tion. Year-to-year changes in net debt are the amount by which revenues exceed 
or are less than budgetary expenditures.” 


Reference is made under the foregoing caption of ‘Non-Budgetary Transac- 
tions’ to the government lending and investment activity in various Crown Corp- 
orations and Agencies. By way of amplification, it should be noted that the interest 
of the Province in these Crown Corporations and Agencies is shown in the 
Statement of Assets and Liabilities contained in Volume 1 of the Public Accounts 
only to the extent of the outstanding amounts actually invested or advanced to 
them. Thus, the accumulated earnings (or deficits) of these organizations are 
not reflected therein. The financial statements of relevant Crown Corporations and 
Agencies are reproduced in Volume 2 of the Public Accounts. 


11. Presentation of Acquisition/Construction of Physical Assets in the Public 
Accounts. Expenditure with respect to the acquisition/construction of physical 
assets totalled $303,497,490 for the year ended March 31, 1977, and is sum- 
marized by Ministry on page 64 of Volume 1 of the 1976-77 Public Accounts. 


As indicated in the guide to the 1976-77 Public Accounts, Volume 1, page 
8, the acquisition/construction of physical assets standard accounts classifica- 
tion includes all costs of acquisition and construction by contract of new and 
used buildings and engineering structures. This standard accounts classification 
does not, however, include the cost of work performed by the Province’s own 
labour force with respect to new capital formation, nor does it include the costs 
of materials and services provided by the Province for use by contractors on 
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capital projects. Such costs are termed “own account” expenditure and are 
charged to other standard accounts classifications—salaries and wages, services, 
etc. 


“Own account” expenditure is substantial and, according to records main- 
tained in this regard, totalled in excess of $66 million for the 1976-77 fiscal 
year. 


12. The Standing Public Accounts Committee. Reference was made in our 
1975-76 Report (Section 11) to the formation of the Standing Public Accounts 
Committee for the Third Session of the Thirtieth Parliament and to the Commit- 
tee’s activities prior to the adjournment of the Assembly for the summer recess. 


Upon the return of the Legislature in the fall of 1976 the Committee re- 
sumed its activities. Sixteen meetings were held during the period November 1976 
through March 1977. Eight of these meetings were held after the Legislature was 
prorogued on December 16, 1976 as the Committee requested and received the 
permission of the Assembly to meet in respect of Specified matters while the 
Legislature was not in session. 


This Committee made a total of six reports to the Assembly. The first three 
of these reports were repeated in the fourth report. Recommendations contained 
in the fourth report made on December 14, 1976, and in the fifth and sixth reports 
made on March 29, 1977, are included in Exhibit 12. 


A new Standing Public Accounts Committee was constituted for the Fourth 
Session of the Thirtieth Parliament which commenced on March 29, 1977. This 
Committee held three meetings during the month of April. The Committee’s ac- 
tivities terminated when the Legislature was dissolved on April 29, 1977. 


A new Standing Public Accounts Committee was constituted for the First 
Session of the Thirty-First Parliament which commenced on June 27, 1977. This 
committee consists of twelve members and, as is the custom, is chaired by a 
member of the Official Opposition, with party membership proportional to the 
respective party membership in the Legislature. One meeting of the Committee 
was held prior to adjournment of the Assembly on July 12, 1977 for the summer 
ReCeSS, 


13. Re Recommendations of the Standing Public Accounts Committee. In our 
1975-76 Report (section 12) we commented on the recommendations con- 
tained in the July 10, 1975 Interim Report of the Standing Public Accounts Com- 
mittee. We indicated that further action was required with respect to certain of 
the recommendations. An update on this further action, and of the status of later 
recommendations contained in the Committee’s Reports of December 14, 1976 
and March 29, 1977, is reflected in Exhibit 12. 
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14. Introductory Comments. As explained in the “Summary of Significant Ac- 
counting Policies” outlined in section 10 of this Report, the financial statements 
of the Province reflect a modified cash basis of accounting. In addition, Provincial 
expenditure on fixed assets is treated as non-recoverable expenditure of each fiscal 
year. As a result, the Statement of Assets and Liabilities does not include assets 
such as buildings, land or accounts receivable nor liabilities such as accounts pay- 
able. However, memorandum records of certain of these assets and liabilities are 
maintained for internal control purposes. The memorandum accounts for Accounts 
Receivable and Accounts Payable at March 31, 1977 are shown in Volume 1 of 
the 1976-77 Public Accounts, pages 60-61. 


15. Statement of Assets and Liabilities. The Statement of Assets and Liabilities 
as at March 31, 1977, as shown in Volume 1 of the 1976-77 Public Accounts, iS 
included as Exhibit 2 to this Report. The body of the Statement is reproduced for 


reference purposes. 


March 31, 1977 March 31, 1976 











Assets $ $ 
Cash, temporary investments and marketable securities 803,935,692 1,031,041,384 
Advances. to’ Ontario. Hydra. ..2007 eo ee 2,556,735,540 2,307,056,636 
Advances and investments—other corporations, 
Poards* atid "COMIMISSTONG 4c.,ccc.ch ccc see eos ee eee? 4,333,222,881 4,102,188,993 
Investments in water treatment and waste control 
facilities. (at, Costless TECOVETICS) oiceceeccetscrspee-nereeerccel 780,556,952 666,210,360 
Loans to municipalities sn: osceoe ses espe tenets ee eee 299,568,343 271,790,254 
Other loans-and ‘investMents: 2. he.cccccsescvee=eepueertcstaeecaten tom 256,511,016 237,432,069 
Total recorded assets? 2.02c...heciaraton thee ee ereeetete 9 030,530,424 8,615,719,696 
INGE CEBE Tg. sccvstt iedae cbt c oraene ae eee eee eee ieee 6,156,761 ,970 4,928,044,232 
15,187,292,394 13,543,763,928 
Liabilities 
Deposits with The Province of Ontario Savings Office 339,218,665 286,726,596 
Pension LUIS, <sedviscncees<h ecaeciness ede, een ee 1,140,114,062 951,227,021 
Deposit, trust- and reserve accounts <...2...05 oe 228,325,489 187,403,404 
Advances payable Eoin, joc Pathe ceeeRet es eanee ee ae. 75,304,774 60,573,087 
‘Treastiry.. Bills (2h. 28 adie suekees eect ee eee 130,000,000 325,000,000 
Debentures ands Otes xt cha.cse: ccs cieenee ae eee era 13,274,329,404 11,732,833,820 
15,187,292,394 13,543,763,928 


ee 





Contingent liabilities: bonds, debentures and loans 
guaranteed by thes Province: ence ee ree 5,734,631,542 5,027,075,146 


ee 
—_—_——————————————— 


16. Cash, Temporary Investments and Marketable Securities. The balances in- 
cluded under this heading, with comparable balances for the preceding year, were 
as follows: 
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March 31, 1977 March 31, 1976 


$ $ 
Beinporary, INVEStMeNtsS. conse h 1,191,274,104 1,186,165,456 
Beet NCEOD ICM NO CUTINES ee ites le ek 105,114,373 308,334,964 
NMI ANKG UN come ee (492,452,785) (463,459,036) 
803,935,692 1,031,041 ,384 


TEMPORARY INVESTMENTS, totalling $1,191,274,104 at March 31, 1977, are 
shown at cost and consisted of Time Deposits with Canadian chartered banks of 
$1,040,683,000, loans to investment dealers on a call or day loan basis, secured 
by collateral, of $33,000,000 and investments in short term notes of $117,591,104. 


The Time Deposits are recorded at cost in Canadian funds at the dates of 
deposit and all Time Deposits as at March 31, 1977 are redeemable in Canadian 
currency. 


MARKETABLE SECURITIES, totalling $105,114,373 at March 31, 1977, are 
Shown at cost and consisted of Ontario Hydro debentures of $69,070,546 and 
Province of Ontario debentures of $36,043,827. In aggregate the marketable 
securities had a market value of approximately $102 million at March 31, 1977. 


CASH IN BANKS as recorded by the books of the Province reflected an over- 
draft position. This situation resulted mainly from cheques issued during April 
1977 which were dated March 31, 1977 and were charged to 1976-77 appropria- 
tions. Such practice is the modification of the cash basis of accounting explained 


_in the “Summary of Significant Accounting Policies” (section 10), and is in 
_ accordance with the authority provided under The Ministry of Treasury, Eco- 
_ homics and Intergovernmental Affairs Act, 1972. 


The amounts actually on deposit with the banks totalled more than $15 


million at March 31, 1977. Deductions for outstanding cheques and allowances 


for adjustments contributed to a net overdraft of $492,452,785-on the books of 
the Province. 


17. Advances to Ontario Hydro. These advances, with comparable balances for 


_the preceding year, and the financial activity during the 1976-77 fiscal year, were 





as follows: 
Advances Repayments 
March 31,1976 made Received March 31, 1977 
$ $ $ $ 
Secured by bonds ............ 2,239,952,000 300,000,000 30,460,000 2,509,492 ,000 
BEMTISCCUTEH .....2:cseecceeseseoes- 67,104,636 19,861,096 47,243,540 


2,307,056,636 300,000,000 50,321,096 2,556,735,540 


The financial statements of Ontario Hydro are shown in Volume 2 of the 
1976-77 Public Accounts. 


Advances secured by bonds are made to Ontario Hydro from the proceeds of 
debentures issued by the Province of Ontario for that purpose under the authority 
of The Power Corporation Act. These advances are repayable in United States 
‘dollars and are recorded in Canadian funds at par, as is the related liability (see 
section 30). As security for the advances, the Province holds Ontario Hydro 
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United States dollar bonds for the principal amount with the same interest rate 
and terms as the corresponding Province of Ontario debentures. 


The advances of $300 million made to Ontario Hydro during the 1976-77 
fiscal year represented the gross proceeds from an Ontario debenture issue in the 
United States on behalf of Ontario Hydro. This issue is identified as series FG 
and particulars are shown in the Details of Debentures and Notes Outstanding 
statement on page 41 of the 1976-77 Public Accounts. 


Unsecured advances to Ontario Hydro represent the Province’s share of the 
capital cost of the first two units of a nuclear powered generating station at 


Pickering. 


18. Advances and Investments—Other Corporations, Boards and Commissions. 
The balances included under this heading, with comparable balances for the 
preceding year, and the financial activity during the 1976-77 fiscal year were as 


follows: 


The Ontario Education Capital 
id Cormmoravionasiuuaeeae 
The Ontario Universities 
Capital Aid Corporation ........ 
Ontario Mortgage Corporation 
Ontario Land Corporation ........ 
Ontario Housing Corporation .. 
Ontario Student Housing 
Corporation 
Ontario Energy Corporation .... 
Ontario Development 
Corporation 
Northern Ontario Development 
Corporation 
Eastern Ontario Development 
Corporation 
Ontario Northland Trans- 
portation Commission 
The Ontario Junior Farmer 
Establishment Loan 
Corporation 
The Ontario Municipal 
Improvement Corporation .... 
Liquor Control Board 
of Ontario 
The Ontario Transportation 
Development Corporation. .... 
Urban Transportation Develop- 
ment Corporation, Ltd. ........ 
Algonquin Forestry Authority .. 


Beer eee wees rer easaeesoseserers 


The Crop Insurance Commission 


of Ontario 
North Pickering Development 
Corporation 


PPerererere reer ere eee ee 


eee meee wesw an eeeareeenonereee 





Advances/ 
Investments Repayments 
March 31, 1976 Made Received 
$ $ $ 
1,233,447,329 77,324,000 56,548,779 
1,215,989,899 32,974,094 24,336,679 
541,315,400 180,400,000 27,676,100 
337,750,000 
304,705,922 36,149,002 10,196,589 
8,547,327 
100,000,000 
94,789,736 10,434,329 16,688,087 
36,092,803 8,520,587 3,254,016 
17,054,050 11,492,086 887,746 
76,207,935 3,500,000 
71 257,926 3,263,452 
33,191,151 15,483,649 3,712,813 
25,074,515 
6,250,000 
6,000,000 
400,000 75,000 375,000 
365,000 2,000,000 565,000 
935,402 
4,102,188,993 382,038,149 151,004,261 


March 31, 1977 


$ 


1,254,222,550 


1,224 ,627,314 


694,039,300 
337,750,000 
330,658,335 


8,547,327 
100,000,000 


88,535,978 
41,359,374 
27,658,390 


72,707,933 


67,994,474 
44,961 ,987 
25,074,515 

6,250,000 


6,000,000 
100,000 


1,800,000 


935,402 


4,333,222,881 
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Financial statements of these Crown Corporations, Boards and Commissions 
are shown in Volume 2 of the 1976-77 Public Accounts. 


Explanatory comment relative to the nature of these Corporations, Boards 
and Commissions, and to the terms of the relative advances and investments made 
by the Province, is contained on pages 30-31 of Volume 1 of the 1976-77 Public 
Accounts. Additional explanatory comment with regard to certain of these 
Corporations, Boards and Commissions is presented as follows: 


THE ONTARIO EDUCATION CAPITAL AID CORPORATION. The situation with 
respect to the repayment of advances made by the Province to this Corporation 
is somewhat analogous to that outlined below for The Ontario Universities Capital 
Aid Corporation. To a large extent, the advances by the Province to The Ontario 
Education Capital Aid Corporation are repayable out of future years’ Provincial 
expenditure appropriations. 


In the calculation of General Legislative Grants, a component of the annual 
appropriation for the School Business and Finance program activity, Ministry of 
Education, (Vote 2902-11, page 465 of Volume 1 of the 1976-77 Public Ac- 
counts), consideration is given to the repayments of debenture principal, with 
interest, which municipalities are required to make to The Ontario Education 
Capital Aid Corporation. 


THE ONTARIO UNIVERSITIES CAPITAL AID CORPORATION. Advances by the 
Province to this Corporation as at March 31, 1977 are repayable out of future 
years’ Provincial expenditure appropriations. 


The Corporation employs funds advanced by the Province to purchase bonds 
and debentures issued by colleges, universities and related institutions for capital 
construction purposes. The issuing institution redeems its debentures, with interest, 
over their term utilizing moneys appropriated by the Legislature for such purpose. 
The Corporation, in turn, utilizes redemption proceeds to repay, with interest, its 
advances from the Province. 


By way of illustration, in 1976-77 institutions effectively made principal and 
interest payments to the Corporation totalling $111,092,500, of which 
$108,759,164 was provided out of the expenditure appropriations of the Ministry 
of Colleges and Universities as reflected on page 419 (Vote 2602-2) and page 421 
(Vote 2603-2) of Volume 1 of the 1976-77 Public Accounts. The balance of 
$2,333,386 was provided by municipalities in connection with debentures issued 
for library construction. 


Of the $111,092,500, principal repayment amounted to $24,336,679 and 
was included in the Statement of Receipts on page 16 of the 1976-77 Public 
Accounts, Volume 1. The balance, $86,755,821, represented interest and was re- 
flected as such in the Revenue statement of the Ministry of Treasury, Economics 
and Intergovernmental Affairs, page 186 of the 1976-77 Public Accounts, Vol- 

ume 1. 


| ONTARIO DEVELOPMENT CORPORATION. Advances recorded at March 31, 
1977, included advances with respect to forgivable performance loans made by 
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the Corporation in the outstanding amount of $18,423,974. The major portion of 
advances by the Province to the Corporation with respect to forgivable perform- 
ance loans is repayable out of future years’ Provincial expenditure appropriations. 


Performance loans are loans made by the Corporation to persons establish- 
ing or substantially expanding an industrial undertaking in an area of equaliza- 
tion of industrial opportunity. These loans are non-interest bearing and are sub- 
ject to principal forgiveness. Forgiveness is contingent upon the borrower operat- 
ing his business in a manner satisfactory to the Corporation. Generally speaking, 
loan forgiveness is at the rate of ten per cent at the end of each of the first five 
years of operation with the balance, or fifty per cent, forgiven at the end of the 
sixth year of operation. When borrowers’ loan principal is forgiven, moneys 
appropriated by the Legislature for the purpose of loan forgiveness are utilized 
by the Corporation to repay its corresponding advance indebtedness with the 
Province. 


To illustrate, in 1976-77 the Corporation forgave loan principal in the amount 
of $7,984,252. The Corporation’s advances from the Province with respect to 
performance loans were reduced, or repaid, by a corresponding amount utilizing 
funds provided out of the expenditure appropriations of the Ministry of Industry 
and Tourism. Both the expenditure and repayment activity were reflected in 
Volume 1 of the 1976-77 Public Accounts. The former was included in Vote 
2109-1 (page 351), while the latter was included in the receipts from Ontario 
Development Corporation reflected in the Statement of Receipts (page 16). 


NoRTHERN ONTARIO DEVELOPMENT CORPORATION. Advances recorded at 
March 31, 1977 included advances with respect to forgivable performance loans in 
the outstanding amount of $3,044,729. To a large extent advances by the Province 
to the Corporation with respect to forgivable performance loans made to borrowers 
are repayable out of future years’ Provincial expenditure appropriations. 


For further information relative to performance loans see comments under 
ONTARIO DEVELOPMENT CORPORATION. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION. Advances by the 
Province to the Commission included advances made since 1972, totalling 
$42,500,000, which are of a demand loan nature and are interest bearing. 


The balance, $30,207,935, represented advances made to the Commission 
prior to 1925. This amount, which is non-interest bearing, could be termed an 
investment in, rather than an advance to, the Ontario Northland Transportation 
Commission. 


A difference in the nature of the two amounts, $42,500,000 and $30,207,9355 
is recognized by the Commission in its financial statement presentation. The 
former is classified as a current liability in the balance sheet, while the latter iS 
classified as a long-term liability. 


Liquor CONTROL BOARD OF ONTARIO. Each year the Board pays over to the 
Province that portion of its annual profits which are not required for the Board’s 
operating purposes. Such payments are recorded as revenue in the books of the 
Province (see page 162 of the 1976-77 Public Accounts, Volume 1). 
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For many years necessary accounting transactions were recorded in the books 
of the Province to ensure that the Province’s investment in the Liquor Control 
Board equaled the accumulated amount of profits retained by the Board for 
Operating purposes, and which the Board had invested in stock, supplies, etc. 
Commencing with the year ended March 31, 1972, however, the relationship 
between the Province’s investment in the Board and the amount of profits re- 
tained by the Board has not been maintained. For, while the Province’s recorded 
investment in the Board has remained unchanged at $25,074,515, the retained 
profits of the Board have increased over the six year period and _ totalled 
$39,863,134 at March 31, 1977. 


19. Investments In Water Treatment and Waste Control Facilities. The Ministry 
of the Environment lets extensive contracts for the building of water and sewage 
Systems to serve municipalities. Under the agreements with individual municipali- 
ties the costs of construction and operation of the facilities are fully recoverable 
with interest over a specified period of years. 


During the 1976-77 fiscal year additional investments of $145,975,953 were 
made and recoveries of $31,629,361 were received, leaving a balance of 
$780,556, 952 outstanding at March 31, 1977. 


20. Loans to Municipalities. The balances included under this heading, with 
comparable figures for the preceding year, and the financial activity during the 
1976-77 fiscal year, were as follows: 


Loans Repayments 
March 31, 1976 Made Received March 31, 1977 
$ ‘ $ $ $ 
_ Sundry Municipalities re: 

Municipal Works Assistance .. 65,853,221 4,701,509 61,151,712 
Tile Drainage Loans in 

Unorganized Territories ...... 89,000 89,000 
USEPA ACC 2-5 pk ca soil doves 48,886,096 16,077,700 6,406,936 58,556,860 
Federal-Provincial Winter 

Capital Projects Fund .......... OtsISt.675 1,792,176 49,339,499 
Federal-Provincial 

Employment Loans .............. 15,801,600 606,500 15,195,100 
Ontario Housing Action 

PEOOT ART hela ab. Soke kb: 33,311,079 26,542,333 59,853,412 
Federal-Provincial Special 

Development Loans .............. 4,126,700 290,500 3,836,200 
The Shore Line Property 

Assistance Act, 1973 ............ 1,200,921 788,723 31,925 OST 719 
The Municipality of 

Metropolitan Toronto .......... 47,359,000 1,529,000 45,830,000 
Township of Elliot Lake ........ 2,203,400 216,100 1,987,300 
Town of Kapuskasing .............. 1,308,736 54,420 1,254,316 
SI AO WINUSOL sick -ccgseencaroceereees- 150,000 50,000 100,000 
Improvement District of 

Manitouwadge ©... 116,000 36,000 80,000 
The Moosonee Development 

marea. Board:............ b see trk oe 115,000 4,000 111,000 
Township of Collingwood ........ 116,826 116,826 
Township of Amabel ................ 110,000 601 109,399 














271,790,254 43,497,756 15,719,667 299,568,343 
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Explanatory comment with regard to the various Loans to Municipalities is con- 
tained on pages 31-32 of Volume 1 of the 1976-77 Public Accounts. 


21. Other Loans and Investments. The balances included under this heading, 
with comparable balances for the preceding year, and financial activity during the 
1976-77 fiscal year, were as follows: 


Loans Repayments 
March 31, 1976 Made Received March 31, 1977 
$ $ $ $ 
Loans to public hospitals ............ 224,572,750 35,142,600 15,984,793 243, /30;55% 
The Sault Ste. Marie Bridge Act: 
International Bridge Authority 
of Michigan—bonds ............... 7,615,072 7,615,072 
St. Mary’s River Bridge 
Company—shafes. .............06+0- 1,370 1,370 
Municipal and school tax credit 
ASSIS TATIOE iisnies este eeetesare 3,068,685 636,755 250,288 3,455,152 
Sundry co-operative associations 1,502,509 240,496 1,262,013 
Provincial student-aid loans ........ 312,158 103,865 208,293 
Sundry conservation authorities .. 259,525 70,966 188,559 
Sandwich, Windsor and 
Amherstburg Railway 
Company 
Bee LOWS ehh ce AE bc eal 
Maturing June 30, 1976 and 
oy W Ha ire eae ee mn dS EE 100,000 50,000 50,000 








237,432,069 355719595 16,700,408 256,511,016 














Explanatory comment with regard to the various Other Loans and Invest- 
ments is contained on pages 32-33 of Volume 1 of the 1976-77 Public Accounts. 
Additional explanatory comment relative to two of the loan categories is presented 
as follows: 


Loans To PuBLic Hospirats. Many loans by the Province to the public 
hospitals are substantially repayable out of future years’ Provincial expenditure 
appropriations. 


During the 1976-77 fiscal year, for example, public hospitals made principal 
and interest (excluding interest subsidy) payments to the Province in the amounts 
of $15,984,793 and $5,749,999 respectively. Of the total of $21,734,792 so paid 
by the public hospitals, $16,241,859 was provided in the form of grants from 
the Province. These grants were included in the expenditure appropriations of the 
Ministry of Health for the fiscal year ended March 31, 1977, Vote 3002-3. 


MUNICIPAL AND SCHOOL TAX CREDIT ASSISFANCE. The Municipal and School 
Tax Credit Assistance Act provides for the deferment of one-half, to a maximum 
of $150 per year, of the taxes imposed for municipal and school purposes in 
respect of real property assessed as residential or farm property. Requirements of 
the Act are met if a person is 65 years of age or more and owns and occupies real 
property as a personal residence. The Province of Ontario reimburses the munici- 
pality for the amount deferred (municipal and school tax credit). This amount 
is a lien in favour of the Treasurer of Ontario upon the real property in respect 
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of which such credit is allowed. The lien is normally repayable when there is a 
change in the ownership of the property. 


As at March 31, 1977 the balance of this account was $3,455,152. Disburse- 
ments and repayments during the fiscal year were $636,755 and $250,288 re- 
spectively. 


22. Fixed Assets. As explained in the “Summary of Significant Accounting 
Policies” contained in section 10 of this Report, the costs of fixed assets are 
treated as expenditure in each fiscal year. These assets are carried in the 
accounting records of the Province at a nominal value of one dollar. Prior to 
1974-75 the nominal value of the fixed assets was shown separately in the State- 
ment of Assets and Liabilities. For more concise statement presentation this 
practice has been discontinued. 


23. Inactive Assets; Reserve for Inactive Assets. Prior to 1974-75 inactive assets, 
and an offsetting reserve for inactive assets, were reflected in the Statement of 
Assets and Liabilities. In the interest of more concise statement presentation both 
amounts have since been omitted from the Statement of Assets and Liabilities. 


The total of inactive assets at March 31, 1977 was $4,350,546 and was un- 
changed from the previous year. The balance of inactive assets at March oi aw 
was made up entirely of the Government of Canada accounts, consisting of a 
Debt Account of $2,848,290 and a Common School Fund of $1,502,256. The 
Debt Account is an amount on which the Government of Canada pays interest at 
5 per cent per annum to compensate the-Province of Ontario for moneys with- 
held from the Province in the period July 1, 1867 to January 1, 1873. 


The Common School Fund represents Ontario’s share in a permanent fund 
of $2,677,771 held in trust by the Government of Canada for the Provinces of 
Ontario and Quebec. This fund, the total of which has not changed since March 
31, 1942, is derived from the sale of Crown lands set aside for the benefit of 
common schools by statutes enacted before Confederation. The Government of 
Canada pays interest to the Province on the principal sum at the rate of 5 per 
cent per annum in proportion to their respective populations as determined by the 
most recent decennial census. The present allocation of interest is based on the 
census of 1971. 


A reserve for the full amount of the Government of Canada accounts has 
been provided since the present agreement does not call for liquidation of the 
principal amounts. 


24. Net Debt. The Net Debt of the Province is the difference between assets 
and liabilities as recorded in accordance with the “Summary of Significant Ac- 


_ counting Policies” described in section 10. Year-to-year changes in Net Debt are 
_ Telated directly to the amount by which revenue exceeds, or is less than, expendi- 
_ ture on budgetary transactions. Revenue was less than expenditure on budgetary 


_ transactions by $1,228,717,738 for the 1976-77 fiscal year, with the result that 


Net Debt increased by that amount to $6,156,761,970 at March 31, 1977. 
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25. Deposits With The Province of Ontario Savings Office. These deposits are 
carried in twenty-one branches of the Savings Office throughout the Province. The 
liability of the Savings Office to depositors, with comparable balances for the 
preceding year, consisted of: 


March 31, 1977 March 31, 1976 


$ $ 
Current Balances) ciddnacasssssdevsosccsemsancepecneusettevecnenrmryasebaeetes 339,030,531 286,548,357 
Unclaimed, Balances ..ccccscsecscccassesnaedenvertsceeetepuerarctevenyrenmsentvsnats 188,134 178,239 


339,218,665 286,726,596 


It is current practice of the Savings Office to transfer a deposit balance from 
a current classification to an unclaimed classification when no communication has 
been received from the depositor, and no activity has taken place in the account, 
for a five year period. 


The financial statements of The Province of Ontario Savings Office are shown 
on pages 57-58 in Volume | of the 1976-77 Public Accounts. 


26. Pension Funds. The balances included under this heading, with comparable 
balances for the preceding year, and financial activity during the 1976-77 fiscal 
year, were as follows: 


March 31, 1976 Credits Charges March 31, 1977 
$ $ $ $ 


Public Service Superannuation 

Th Bie Ae en ta asec 941,603,513 239,038,147 51,987,305 1,128,654,355 
Legislative Assembly 

Retirement Allowances 

ACCOUNE catcosta ewan 9,623,508 2,394,628 558,429 11,459,707 














951,227,021 241,432,775 $2,545,734 1,140,114,062 








The balances in the Public Service Superannuation Fund and in the Legisla- 
tive Assembly Retirement Allowances Account have been deposited with the 
Treasurer of Ontario. For further comment on the Public Service Superannuation 
Fund see section 80. 


The Superannuation Adjustment Fund, which was established in 1975-76, 1s 
not reflected under the “Pension funds” heading in the Statement of Assets and 
Liabilities. Instead, it is included under the caption of “Deposit, trust and reserve 
accounts”’. 


27. Deposit, Trust and Reserve Accounts. During the 1976-77 fiscal year 
$104,901,561 was paid into these accounts while $63,979,476 was paid out. A 
balance of $228,325,489 was outstanding at March 31, 1977. 


Deposit, Trust and Reserve Accounts are itemized in Volume | of the 
1976-77 Public Accounts on pages 34-35. Comment with respect to several of the 
larger accounts is also contained in the Public Accounts. Numerous other accounts, 
however, are included in the Deposit and Trust Accounts category. Background on — 
the following accounts is presented for informative purposes. 
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PROVINCIAL LOTTERY TRUST FUND—$8,000,000 


This Fund was established by Order in Council dated October 27, 1976 for 
the purpose of receiving the net proceeds accruing to Ontario in respect of “The 
Provincial” lottery. 


Pursuant to section 7(b) of The Ontario Lottery Corporation Act, 1974, the 
Corporation was authorized by the Lieutenant Governor in Council to enter into 
agreements with other provinces regarding an interprovincial lottery scheme pro- 
vided that the net proceeds accruing to Ontario under such lottery shall be paid 
into the Consolidated Revenue Fund to be held in trust by the Treasurer of 
Ontario and Minister of Economics and Intergovernmental Affairs pursuant to 
subsection | of section 16 of The Financial Administration Act, for such purposes 
as the Lieutenant Governor in Council may direct. The Provincial lottery is a joint 
undertaking by Ontario and the four western provinces acting through the Inter- 


provincial Lottery Corporation, a company incorporated under the Canada Busi- 


ness Corporations Act, the shares of which are held by Her Majesty the Queen in 
right of the respective provinces. 


The Ontario Lottery Corporation is the Regional Marketing Organization for 
“The Provincial” in Ontario, and the Western Canada Lottery Foundation is the 
Regional Marketing Organization for “The Provincial” in the four western pro- 
vinces. Each of the two Regional Marketing Organizations purchases tickets for 
~The Provincial” from the Interprovincial Lottery Corporation and, subject to the 
cost of sales, each region is entitled to the profits from the sale of those tickets 
within their respective jurisdictions. The cost of tickets purchased from the Inter- 
provincial Lottery Corporation is inclusive of the costs of printing, other central 
administrative costs, and the proportional share of prizes represented by the 
number of tickets purchased. 


Payments out of the Fund are to be made for such purposes as the Lieutenant 
Governor in Council may, from time to time, direct. An Order in Council dated 
October 27, 1976 approved an initial dedication of Fund moneys in the amount 
of $25,000,000 for the support of health research and health related environmental 
projects. A subsequent Order in Council dated February 9, 1977 authorized alloca- 
tion of the $25,000,000 as follows: 


(a) $15,000,000 for health research, to be paid out to such recipients as 
the Minister of Health may, from time to time, direct; 


(b) $5,000,000 for occupational health and safety, to be paid out to such 
recipients as the Minister of Labour may, from time to time, direct; and 


(c) $5,000,000 for health related environmental projects, to be paid out to 
such recipients as the Minister of the Environment may, from time to 
time, direct. 


The Order in Council further authorized that, until the entire $25,000,000 
has in fact been deposited in the Trust, the above noted amounts shall be paid 
from the moneys, from time to time available in the Trust, by the respective 
Ministers employing the following ratios, 
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Minister of Health 60% 
Minister of Labour 20% 
Minister of the Environment 20% 


with the stipulation that individual projects be reviewed by Management Board of 
Cabinet and Cabinet in accordance with normal practices. 


During 1976-77 $10,000,000 had been deposited into the Fund. One pay- 
ment in the amount of $2,000,000 was made out of the Fund, leaving a balance in 
trust of $8,000,000 at March 31, 1977. This payment was appropriately authorized 
and was made in the form of a grant to The Ontario Cancer Treatment and Re- 
search Foundation. 


EFFINGHAM PARK EXPROPRIATION TRUST ACCOUNT—$528,038 


As part of an overall programme to establish a 1,435 acre provincial park 
in the Regional Municipality of Niagara, two adjacent parcels of land were ex- 
propriated in 1973 by the Ministry of Government Services on behalf of the 
Ministry of Natural Resources. The latter Ministry made payments totalling 
$610,000 in respect of compensation and other expropriation costs. These pay- 
ments were charged to applicable expenditure appropriations. 


At the time of expropriation mortgages existed against the land parcels. 
The mortgagees declined to consider any immediate settlement of their interests 
in the properties and requested that they be paid over the remaining mortgage 
period ending in 1986. To accommodate this arrangement the bulk of the funds 
paid upon expropriation was returned to the Province to be held in an account 
designated as the Effingham Park Expropriation Trust Account. 


The Minister of Government Services was authorized by Order in Council 
to make the annual payments of interest and principal due on the mortgages. The 
Treasurer of Ontario was similarly authorized to pay interest on the balance in 
the Account at the rate of 8.1 per cent per annum. At that interest rate it was 
determined that sufficient funds would be available for the payment of principal 
and interest on the mortgages until the date of their maturity. 


During the 1976-77 fiscal year the Account earned interest in the amount of 
$43,187. Mortgage principal and interest payments out of the Account during 
the same period totalled $48,325, leaving a balance in trust of $528,038 at 
March 31, 1977. 


Loto CANADA TRUST ACCOUNT—$416,122 


This Account was established by Order in Council dated March 16, 1977 
for the purpose of receiving deposits of the Ontario portion of the proceeds from 
the sale of lottery tickets by Loto Canada Inc. Her Majesty in Right of Canada 
has authorized the payment to Ontario “of an amount not to exceed 12.5% of 
the amount being held to the credit of the government of the Province of Ontario 
in proportion to the number of tickets sold by Loto Canada Inc. in Ontario for 
‘Loto Canada’ in the three month period immediately preceding the month of 
payment”. 
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The Loto Canada Trust Account is administered by the Minister of Culture 
and Recreation. It is the responsibility of the Ministry of Culture and Recreation 
to see that all payments made from the Account are applied for the purposes 
set out from time to time by Order of the Lieutenant Governor. 


During 1976-77 two receipts in the respective amounts of $688,000 and 
$388,827 had been received for deposit into the Account. One payment in the 
amount of $660,705 has been made from the Account, leaving a balance in trust 
of $416,122 at March 31, 1977. This payment was authorized by Order in 
Council dated March 30, 1977, and was made to the Municipality of Metropolitan 
Toronto to assist in financing the expansion of the Metropolitan Toronto Stadium. 


TIMBER LICENCEE’S FuNpDs HELD IN TRUST—$391,256 


In order to protect Crown charges in excess of $682,000 owing by a lumber 
company for stumpage fees, forest products in the form of logs and lumber were 
seized by the Province. A chartered bank also made a claim against the forest 
products. The question of ownership has been left to the courts to decide and 
an action is still pending. With the approval of the chartered bank and the 
Ministry of the Attorney General, the seized products were sold to the highest 
bidder in 1976. Proceeds from the sale amounted to $406,578. 


Since the proceeds from the sale are still subject to disposal by the court, it 
has been decided to place them in a special interest bearing account designated 
as Timber Licencee’s Funds Held in Trust. Also, in response to correspondence 
from the Minister of Natural Resources, some debtors have paid to the Treasurer 
of Ontario amounts owing to the lumber company. At March 31, 1977 these 
payments amounted to $4,288 out of a total of $100,630 owing. 


One disbursement has been made from the fund in the amount of $19,610 
to the Ontario Northland Transportation Commission under a Carriers lien for 
Storage charges. As at March 31, 1977 an amount of 391,256 remained on deposit. 


28. Advances Payable. During the 1976-77 fiscal year advances of $219,663,611 
were received while advances of $204,931,924 were repaid, leaving a balance of 
$75,304,774 outstanding at March 31, 1977. 


Advances payable at March 31, 1977 comprised two elements. The first 


| element of $56,154,774 represented funds advanced to the Province on an interim 


basis by the Central Mortgage and Housing Corporation for a portion of the 
cost of waste control projects under construction. When a project is completed 
the advance is partially forgiven and the balance converted to a forty year deben- 
ture. During the 1976-77 fiscal year advances in the amount of $39,663,611 were 


_ Teceived, while $30,431,924 was forgiven or debentured. 


| 
f 
| 


j 
i 
| 


The second element of $19,150,000 represented deposits received from The 
Ontario Municipal Employees Retirement Fund in the period January 1, 1977 to 
March 31, 1977. This amount will be debentured as at December 31, 1977. 


29. Treasury Bills. Treasury bill financing was re-commenced in 1975-76. Dur- 


Ing the 1976-77 fiscal year proceeds and redemptions totalled $760,000,000 and 
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$955,000,000 respectively, leaving Treasury bills outstanding in the amount of 
$130,000,000 at March 31, 1977. 


39. Debentures and Notes. During the 1976-77 fiscal year proceeds and repay- 
ments of debentures and notes totalled $1,646,399,954 and $104,904,370 re- 
spectively, leaving a balance of $13,274,329,404 outstanding at March 31, 1977. 


Details of debentures and notes outstanding are shown on pages 38-42 of 
Volume 1 of the 1976-77 Public Accounts. The currency in which the debenture 
liability is repayable is also reflected in Volume 1 of the 1976-77 Public Accounts, 
page 36. Of the debentures repayable in United States dollars, $2,509,492,000 
was in respect of debentures issued by the Province for the purpose of advancing 
funds to Ontario Hydro. For related asset see section 17. 


A relatively minor portion, amounting to $273,017,904, of the total deben- 
tures outstanding at March 31, 1977 is being amortized over the period 1977-78 
through 2016-17. The balance of $13,001,311,500, representing approximately 
97 per cent of the debenture liability, consists of straight term debentures redeem- 
able at maturity. A summary by year of maturity is as follows: 


Year of Maturity Amount 
1977-78 $ 60,415,000 
1978-79 120,230,500 
1979-80 87,482,000 
1980-81 36,999,000 
1981-82 92,503,000 
1982-83 238,219,500 
1983-84 189,858,000 
1984-85 92,897,000 
1985-86 305,133,000 
1986-87 332,587,000 
1987-88 773,663,500 
1988-89 411,993,000 
1989-90 445,777,000 
1990-91 520,704,000 
1991-92 498,328,000 
1992-93 990,857,000 
1993-94 931,092,000 
1994-95 850,622,000 
1995-96 1,163,834,000 
1996-97 1,095,078,000 
1997-98 611,004,000 
1998-99 321,365,000 
1999-2000 505,460,000 
2000-01 125,035,000 
2001-02 494,895,000 
2002-03 452,975,000 
2003-04 230,645,000 
2004-05 371,660,000 
2005-06 350,000,000 
2006-07 300,000,000 


$13,001 311,500, 


A heavy concentration of maturities is evident in the period 1992-93 through 
1996-97. During that time the Province will be required to redeem approximately 


\ 


$5,000,000,000 in debentures, of which $3,400,000,000 are being held by the 


| 


! 
‘a 
) 
{ 


| 
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Minister of Finance of Canada in respect of the Canada Pension Plan Investment 
Fund. 


_ 31. Contingent Liabilities. Contingent liabilities totalled $5,734,631,542 at 


March 31, 1977. Details of contingent liabilities are shown in Volume 1 of the 
1976-77 Public Accounts, pages 43-46. 


34 AUDITOR’S REPORT FOR 1976-77 





COMMENTS ON THE CONSOLIDATED REVENUE FUND 


32. Introductory Comments. As explained in the “Summary of Significant Ac- 
counting Policies” outlined in section 10 of this Report, the transactions of the 
Province are presented through the Consolidated Revenue Fund in summary form 
according to the three distinct areas of government activity: 

— “Budgetary Transactions” are operational activities involving the raising 
of revenue from various sources on the one hand, and the expendi- 
ture for various government programs on the other. 

— “Non-Budgetary Transactions” are the lending, investment and _ trust 
administration functions. 

_— “Debt Transactions” are the borrowing and repayment transactions. 


33. Statement of Consolidated Revenue Fund. The Statement of Consolidated 
Revenue Fund for the fiscal year ended March 31, 1977 is contained in Volume 1 
of the Public Accounts and is reproduced as Exhibit | to this Report. Where neces- 
sary 1975-76 figures have been reclassified to conform with 1976-77 presentation. 
The content of the Statement of Consolidated Revenue Fund may be summarized 
as follows: 


1976-77 1975-76 
$ $ 
Payments into the Consolidated Revenue Fund: 
Budgetary Transactions 


PRS VOINRE. ices Reece a seseea eae a eaten ose ee 10,692,519,473 9 152,266,682 
Non-Budgetary Transactions 

|S ota) | 35: Sa ee AE OR DR reve De vmee> et Ey Peiry. 38 st acs 265,374,793 248,423,019 

COTO IES sis esd Mette aram sac ouch x eee anese eaten eee ae ee aes 398,826,405 307,399,011 


Debt Transactions 
PrOGECUS: GT CAS ok eit ae eee ee ee 


Payments out of the Consolidated Revenue Fund: 

Budgetary Transactions 

Expenditure: Vises ache hii ees vakassoxicasivaacwe hae aoe eee 
Non-Budgetary Transactions 

PUISDUTSEIMOTIES, Ss, Gide. -~ devedbucseanenpnns sess eacarite cae ee 

CHAT 0 | Fo osiescich ekeg ky. cabinecaoxdcaaraicd ss re ee ee 
Debt Transactions 

Retirements. of Loans. :... ocncueansecsus etn eee eee 


Increase (Decrease) in Consolidated Revenue Fund ............ 
Consolidated Revenue Fund: Beginning of year ................ 


Consolidated Revenue Fund: End of year .....................::0008 


1,691,563,565 


13,048 284,236 


Hour 


907,291,213 
116,525,210 


330,336,294 


13,275,389,923 


(227,105,692) 
1,031,041 ,384 


803,935,692 


2,620,101,669 


12,328,190,38% 


10,632,241 ,331 


1,305,052,595 
99,380,533 


116,775,575 


—]3_J—_—_—_—$—_———— 


12,153,450,034 


———$ 


174,740,347 
856,301,037 


eens a 


1,031,041,384 








34. Payments into the Consolidated Revenue Fund. As indicated in the preced- 
ing summary these payments are classified as Revenue (Budgetary Transactions), 
Receipts and Credits (Non-Budgetary Transactions) and Proceeds of Loans (Debt 
Transactions). Revenue consists of moneys raised through taxation, premiums, 
fees, licences and permits, payments from the federal government under cost 
shared programs and income from investments. Receipts are repayments received 
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relative to the investment activities (loans, advances, etc.) of the Province, while 
Credits are moneys received for allocation to the pension fund, deposit, trust and 
reserve account liabilities of the Province. Proceeds of Loans represent the 
moneys received from Provincial debenture issues and other borrowings. 


35. Statement of Revenue. The Statement of Revenue is contained in Volume 1 
of the 1976-77 Public Accounts and is reproduced as Exhibit 3 to this Report. In 
Some cases the 1975-76 figures have been restated to reflect the adjustment of 
minor discrepancies noted subsequent to the close of the 1975-76 fiscal year. 
The content of the Statement of Revenue may be summarized as follows: 


Increase 
1976-77 1975-76 (Decrease) 
$ $ $ 
Recovery of prior years’ expenditure ........ 11,694,795 14,303,644 (2,608,849) 
5 elles thoi sae eg Oe a 6,005 ,968,570 5,205,178,671 800,789,899 
Seg NL A Fa a 42,138,982 40,349,567 1,789,415 
Mees uicences and permits ..!))...%...0..0:..60.4 412,651,192 29,8239 20) 84,827,272 
mee ouand penalties )...0 5 wh 0) iccsclt. ets. 51,436,568 46,504,400 4,932,168 
Proiits from Crown Corporations 
Li EO CEs Oh 8S ae ae oe ee a 378,195,807 375,500,000 2,695,807 
ME LMI OTIA IID 2958.5 «ep. 3sc 5 ys8se2e. «Seek Settee! bacecs..d 2,780,379 2,599,868 180,511 
Sales—land and buildings ......................0000.. 14,380,651 7,742,180 6,638,471 
gt i a el a 10,554,009 7,454,357 3,099,652 
 , 24,825,123 21,437,541 3 357.580 
-Premiums—Ontario Health Insurance Plan 798,656,250 5IZ, 521,648 226,134,602 
Utility service Charges ...c.cccccccccccccccscscceseesesee SITY OTe 32,421,830 B50 925 
Bemmerancous! |). (il 2 i er re 13,361,208 5,932,763 7,428,445 
Government of Canada 
_ Reimbursements of Expenditures 
a EES Sees eee, ase eesenene lla ataedlesetada eam 2,235,809 467 1,929 ,683,902 306,125,565 
Reimbursements of Expenditures .............. 31,093,454 29,785,926 1,307,528 
623,197,265 533,026,465 90,170,800 


| ne Re 


1,540,252,791 


10,692,519,473 9,152,266,682 


36. Additional Comments Re Revenue. The following comments are presented 
for informative purposes: 


TAXATION. A breakdown of tax revenue by principal tax source is contained 
‘in the Statement of Revenue (Exhibit 3). Revenue from Retail Sales Tax rose 
from $1.328 billion in 1975-76 to $1.775 billion in 1976-77, thus accounting for 
a large portion of the $.8 billion increase in total taxation revenue during the 
1976-77 fiscal year. A Retail Sales Tax rate of 7 per cent was in effect throughout 
1976-77; in the previous fiscal year the 7 per cent rate had been reduced to 
S per cent for the period April 8, 1975 through December 31, 1975. 


FEES, LICENCES AND PERMITS. Vehicles, driver and other fees, licences and 
permits of the Ministry of Transportation and Communications amounted to 
$248.9 million and accounted for 60.3 per cent of the total revenue in this 
category. The increase of $84.8 million in revenue over the preceding year was 
contributed mainly by the Liquor Licence Board which was established under 
the Ministry of Consumer and Commercial Relations effective January 2, 1976. 
Prior to that date similar revenue was recorded by the Liquor Licence Board of 
Ontario and included with the revenue of the Liquor Control Board of Ontario 
under the “Profits from Crown Corporations and Boards” caption. 
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FINES AND PENALTIES. This revenue source consisted mainly of fines and 
penalties levied by the Criminal Division of Provincial Courts. These totalled 
$49.8 million out of the total revenue of $51.4 million in this category. 


PRoFITS FROM CROWN CORPORATIONS AND BOARDS. Revenue transferred 
to the Consolidated Revenue Fund during the year from the profits of the Liquor 
Control Board of Ontario amounted to $302.2 million. This figure does not in- 
clude revenue from the Liquor Licence Board—see comments under “Fees, 
Licences and Permits”. 


Ontario Lottery proceeds paid into the Consolidated Revenue Fund in ac- 
cordance with section 9 of The Ontario Lottery Corporation Act, 1974 totalled 
$76 million. Section 9 of the Act further provides that such profits “be avail- 
able for the promotion and development of physical fitness, sports, recreational 
and cultural activities and facilities therefor”. During the year ended March 31, 
1977, payments by the Ministry of Culture and Recreation in the form of grants 
for projects, facilities and events amounted to $33.3 million. See statement of 
“Wintario Proceeds” on page 56 of Volume 1 of the 1976-77 Public Accounts. 


PREMIUMS. The revenue consisted of premiums received under the Ontario. 
Health Insurance Plan. The increase of $226.1 million in revenue over the preced- 
ing year can be attributed to an approximate 45 per cent increase in premium rates 
effective August 1, 1976. 


GOVERNMENT OF CANADA—REIMBURSEMENTS OF EXPENDITURES AND 
OTHER. A breakdown of revenue from this source is contained in the Statement | 
of Revenue (Exhibit 3). The major item of recovery for the year from the Gov- 
ernment of Canada was under the Hospital Insurance and Diagnostic Services 
Act and totalled $1.027 billion. 


INTEREST ON LOANS, ADVANCES AND INVESTMENTS. The sources of interest | 
revenue are fully detailed on pages 186-187 of Volume 1 of the 1976-77 Public 
Accounts. 


Major sources of revenue were interest on advances to Ontario Hydro 
amounting to $178.2 million, and interest on advances to The Ontario Educa-. 
tion Capital Aid Corporation and The Ontario Universities Capital Aid Corpora- 
tion of $89.8 million and $86.7 million, respectively. 


37. Receipts. Receipts totalling $265,374,793 for the 1976-77 fiscal year are. 
shown on pages 16-17 of Volume 1 of the Public Accounts. Comments with respect 
to a number of receipt items are contained in the Comments on Assets and 
Liabilities sections (17-21) of this Report. | 


38. Credits. Credits totalling $398,826,405 for the 1976-77 fiscal year are shown’ 
on pages 19-21 of Volume 1 of the Public Accounts. Comments with respect to | 
a number of credit items are contained in the Comments on Assets and Liabilities | 
sections (25-27) of this Report. | 


39. Proceeds of Loans. Proceeds of loans totalling $1,691,563,565 for the ! 
1976-77 fiscal year are shown on pages 25-26 of Volume 1 of the Public Accounts. | 
These moneys resulted mainly from the issue of straight term and serial Ontario’ 
debentures maturing in the years 1996 to 2016. | 
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40. Payments out of the Consolidated Revenue Fund. As indicated in the sum- 
mary contained in section 33 these payments are classified as Budgetary Expendi- 
ture (Budgetary Transactions), Disbursements and Charges (Non-Budgetary 
Transactions) and Retirements of Loans (Debt Transactions ) 


Budgetary Expenditure includes payments for goods and services, salaries, 
interest on public debt, subsidies and grants, and acquisition or construction of 
fixed assets. Disbursements are payments made in respect of investments, loans and 
advances, while Charges are payments made from pension funds, deposit, trust and 
reserve accounts. Retirements of Loans are payments in respect of the debt obliga- 
tions of the Province. 


Payments out of the Consolidated Revenue Fund are of two major types: 
those pursuant to Estimates, including Supplementary Estimates, approved by the 
Legislative Assembly, and those pursuant to the provisions of various statutes. 
The former are termed payments from Voted Appropriations while the latter are 
termed payments from Statutory Appropriations. Voted Appropriations, which 
are formalized annually by legislation cited as The Supply Act, may be augmented 
by Management Board Orders. The nature of Management Board Orders is more 


fully explained in section 104. 


A third type of payment out of the Consolidated Revenue Fund is that pur- 
suant to delegated authority in the form of Special Warrants. The nature of this 


authority is more fully explained in section 106. 


A summary of the payments out of the Consolidated Revenue Fund by type 


and classification is as follows: 





Total Payments 


POOR e ee ee eee eee eee OHHH HEHEHE EEEEHHEEE HEHE SO ESESHEEHOOS 





13,275,389,928 


Payments re 1976-77 1975-76 
$ $ 
Voted Appropriations 
Per Legislative Assembly 
DS TICES EY g lld 85.073 110 0 0 Lg ll a ee 10,453,075,765 9,388,023,659 
SSDULSCINCIIS MMR i iis. Be eh dsc ei ec OS 425,844,291 467,403,645 
EO ee Es ene me See, oe ___—45,624 
10,878,930,056 9 855,472,928 
Per Management Board Orders 
BeIPEALY EX OOTICIUITS ool eehec Bo cdesacreckecetasneces 273,819,858 254,487,787 
oS CLEA SSLN sete wean ae pete ddl RO a Oy eR os ae 26,755 10,542,096 
Charges sisiaicinteininie ne (apisie Salsiei nip cio seeles 915.994 ss Salsigasels seidnemer seats em egarhaysunc saveasres —— peated bP 
273,846,613 265,029,883 
| Morale VOted = APPTOpriatiONs sisessecispecovoovesenicseyreacoessnesesse 11,152,766,669 10,120,502,811 
Statutory Appropriations 
REPEL ALY MEX DOUCILUT Co oo: scp sos -vseusuctieatnossoisv ash ceeietsasiachie 1,194,284,254 989,636,935 
| OTS TEE Ce hd 00 So I ok ed 475,170,167 827,106,854 
Se ON ccc AM Ls ccosnnidsdgssssgioteoaxtinte 116,525,210 99,334,909 
Memmccticcments Of Loans ....-..sccssosssesssereseesesesbesiineestiise 330,336,294 116,775,575 
Mee. Olal Statutory Appropriation .......1.cccsecsesessssssseseseeseeens 2,116,315,925 2,032,854,273 
Special Warrants 
BUIGCEALY FOXDENG IIS SNe... Pee coos saseoneaneens 57,334 92,950 
| Po pnrsenmentsiteris are ie ew be eee oe. 6,250,000 — 
| TREES saps eaely: ABER ie ota ay og AE aE Ou a PO CO — ppg a aS. 
SPO SDeCta WATT AES OK 8, 5 osresy dessy ucooncevneshalenedas-soossess 6,307,334 92,950 


12,153,450,034 
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41. Incidence of Statutory Appropriations. During the 1976-77 fiscal year pay- 
ments relative to Statutory Appropriations exceeded $2.1 billion and constituted 
15.9 per cent of the total payments out of the Consolidated Revenue Fund. Com- 
parative percentages for the 1975-76 and 1974-75 fiscal years were 16.5 and 20.4 
respectively. 


Payments out of Statutory Appropriations, together with identification of the 
authorizing legislation, are reflected in Volume 1 of the 1976-77 Public Accounts. 
For reference purposes 1976-77 statutory payment activity is summarized in 
Exhibit 7. 


As we have stated in previous Reports, in our opinion many of the payments 
therein could be brought under the annual control of the Legislative Assembly 
and related to Voted Appropriations rather than Statutory Appropriations. Prece- 
dent for such action has already been established. For example, disbursements 
under The Ontario Housing Corporation Act, shown as $36,149,002 on page 325, 
of Volume 1 of the 1976-77 Public Accounts, could be classified as statutory under 
the provisions of The Ontario Housing Corporation Act. Instead, however, they. 
were paid out of funds appropriated by the Legislature. 


Similar action could be taken with respect to many other payments classified 
as Statutory. For example, disbursements to The Ontario Education Capital Aid 
Corporation, The Ontario Universities Capital Aid Corporation and The Ontario 
Municipal Improvement Corporation for development loan activity could, we feel, 
be voted by the Legislature as could disbursements to Ontario Development Corp- 
oration, Northern Ontario Development Corporation and Eastern Ontario Devel- 
opment Corporation for term loan activity. In 1976-77 disbursements for devel- 
opment loan activity and for term loan activity totalled $125,781,742 and 
$30,447,002 respectively. 


42. Comparison of Authorized and Actual Payments—Voted Appropriations. 
This comparison for the fiscal year ended March 31, 1977 is as follows: 


Actual 
Under (Over) 
Authorized Actual Authorized — 
$ $ $ ) 
Voted Appropriations 
Per Legislative Assembly 
Budgetary Expenditure ..............cccccc00-. 10,951,337,300 10,453,075,765 498,251,535 
DisGuisements ©. ee ee ee 490,487,600 425,844,291 64,643,309 


SAVIOR sche eae ee ee aa — — —| 


11,441,824,900 10,878,920,056 562,894,844 
Per Management Board Orders ia oe ~~. hs bRea 





Budgetary Expenditure .............c.cccccecce. 301,846,150 273,819,858 28,036,292 

Dishursementsecsetw als ee 45,000 26,755 18,245 

AS INATE BOS ok Fihenc see RE POR tsin enantio — = ms 
301,891,150 273,846,613 28,054,537 

Total Voted Appropriations ................ 11,743,716,050 11,152,766,669 590,949,381 | 


Tt will be noted that the amount of $11,441,824,900 appropriated by the © 
Legislative Assembly in itself exceeded the total actual payments of | 
$11,152,766,669. This excess was in the amount of $289,058,231. Where indi- 
vidual votes and items were of insufficient amount, funds in excess of those 
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authorized by the Legislative Assembly were made available under the authority 
of Management Board Orders. 


43. Statement of Budgetary Expenditure. The Statement of Budgetary Expendi- 
ture is contained in Volume 1 of the 1976-77 Public Accounts and is reproduced 


as Exhibit 4 to this Report. Budgetary Expenditure may be summarized as 
follows: 





Budgetary Expenditure re 1976-77 1975-76 
$ $ 

Voted Appropriations 
er ceislative ‘Assembly. i cud..Jaaant vis... 10,453,075,765 9,388,023 ,659 
Per Management Board Ordefs oo..ecccceccceccccccececcesececececececec., 273,819,858 254,487,787 
10,726,895 ,623 9,642,511,446 
MON SPATDLODTIAUONS ocsecissceccsseesocsvsessssesheeee¥eecesesacccs. acc... 1,194,284,254 989,636,935 
RAL eV ATP ANtS Ge Ae a hes... ALE eNO LE yee 57,334 92,950 


Bethan RM AGS Fexhse deed ooh coe TMT: DUO 2U2 373214 10,632,241,331 


44, Summary of Budgetary Expenditure by Ministry. The following summary 
compares, by Ministry, Budgetary Expenditure for the 1976-77 fiscal year with 
that for the 1975-76 fiscal year. The 1975-76 figures have been restated, where 
necessary, to reflect the 1976-77 transfer of functions between Ministries. 


| By way of additional information, a monthly breakdown of budgetary ex- 
penditure by Ministry is presented as Exhibit 5 to this Report. 


| Increase 

! Ministry 1976-77 1975-76 (Decrease) 
$ $ $ 
Office of the Lieutenant Governor ............ 92,597 93,092 (495) 
mene of the Assembly .......).........ssccesceseceee. 16,751,833 30,310:341 (13,558,478) 
memce of the Premier ........:¢:..:...-.:.-.......:... 1,442,526 13537, 101 105,425 
IE NC RS ee ic Z Dee ccs... 1,002,099 942,628 59,471 
Management Board of Cabinet ................ 8,140,450 7,503,587 636,863 
Office of Provincial Auditor ...................... 1,706,630 1,544,261 162,369 
Office of the Cimpmosinane <e .e 2,809,000 1,297,044 1,511,956 
Government Services .......ccccccccccscccsosescocecees 295,679,743 288,380,837 7,298,906 
MOTT VATE AIS 0 5, c5cnetvesicvacesesssaxhcosaccenscoreoss 57,334 — 57,334 
ic I ee al i eae ahem 197,869,618 172,995,073 24,874,545 
Treasury, Economics and 

Intergovernmental Affairs ................000.. 1,580,635,395 1,288,603,094 292,032,301 
MOCK «issn cs enie-feeciseeasrsnnsgsdosseconie 367,904 353,200 14,704 
Attorney RROCTOLE 53 ee nt Uhr es 118,916,190 100,491,692 18,424,498 
Consumer and Commercial Relations ...... 60,488,416 43,337,457 17,150,959 
Correctional Services .........sccsscssessescsecssesseees 144,651,904 122,338,819 22,313,085 
Solicitor PCTICT AI ec pre eee ee 143,723,061 128,018,608 15,704,453 
Resources Development Policy ................ 3,045,549 2:326,322 TAQ 221 
\griculture BNET FOO big ncveimessanth--- 165,636,082 151,787,711 13,848,371 
EN RE 3,679,707 3,480,519 199,188 
Rieti Se RT ee 98,808,847 82,956,640 15,852,207 
tousing OE EE Ee SE ok 0 Oe ee 157,195,188 191,951,233 (34,756,045) 
BET ANG TL OUTISIN, 5.c:scceccececcneceeceosaceeseeras 56,247,463 50,151,057 6,096,406 
rm lies see aes beeen) 20,461,236 19,044,309 1,416,927 
Natural BOR OUP COR ceri EE sal... thi) Be cbinas 239,442,268 207,658,476 31785, 192 
Cransportation and Communications ........ 966,023,608 964,207,211 ie 
‘cial Development Policy .........cc.cce0e-- 2,001,461 1,755,226 , 


colleges and Universities ........ccccccccseeeeceee: 1,157,565,831 1,019,134,305 138,431,526 
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Community and Social Services ................ 947,097,501 881,473,684 65,623,817 
Culture-and Recreation ©...c..cccteon cette atters 144,020,494 108,542,683 35,477,811 
Education Aetna. C cer ctr enetoee 1,984,215,051 1,775,584,142 208,630,909 
Health  ccidiccnasnsie wieacaehtdys Seton eee 3,401 ,462,225 2,984,641 ,009 416,821,216 


1 Bs Pal (ess Pl 10,632,241 ,331 1,288,995 ,880 


45. Additional Comments re Budgetary Expenditure. The following comments 
are presented for informative purposes: 


GOVERNMENT SERVICES. The Provision of Accommodation Program was the 
major expenditure of the Ministry. This program provided accommodation for 
ministries and agencies of the Ontario Government. Expenditure on the program 
totalled $157.5 million for 1976-77. 


TREASURY, ECONOMICS AND INTERGOVERNMENTAL AFFAIRS. Public Debt 
interest payments on securities issued and other borrowings constituted the prin- 
cipal component of expenditure and amounted to $1.068 billion in 1976-77. This 
was an increase of $201.8 million over the previous year. 


The Tax Reform Program, which provided assistance to alleviate the 
incidence of property tax burden on Ontario residents, expended a total of 
$451.4 million during 1976-77, an increase of $96.4 million over the previous 
year. 


NATURAL ReEsouRCES. Salaries and Wages and Employee Benefits repre- 
sented 53.2 per cent of the expenditure for the year and accounted for a major 
portion of the increase in expenditure over that of the previous year. 


_ TRANSPORTATION AND COMMUNICATIONS. The principal areas of expendi- 
ture in 1976-77 were the Provincial Roads Program, $402.1 million, the Muni- 
cipal Roads Program, $299.1 million, and the Municipal Transit Program, $147.2 
million. These programs included construction and maintenance of the Provincial 
road network and assistance to municipalities for municipal roads and urban 
transit systems. 


COLLEGES AND UNIVERSITIES. Transfer payments amounted to $1.141 billion 
and represented 98.6 per cent of the Ministry’s expenditure. Grants for Universi- 
ties and related organizations amounted to $735.9 million, while grants for 
Colleges of Applied Arts and Technology and other organizations amounted to 
$341.1 million. 


COMMUNITY AND SOCIAL SERVICES. Transfer payments totalled $772.4 
million and represented 81.6 per cent of the Ministry’s expenditure which was 
concentrated mainly in the Social Resources Program and the Developmental 
Resources Program. These programs provided financial assistance and social 
services to persons in need and community-based services for the developmentally 
handicapped. 


EDUCATION. Transfer payments aggregated $1.915 billion and represented 
96.5 per cent of the Ministry’s expenditure in 1976-77. The General Legislative 
Grants transfer payment under the School Business and Finance activity of the 
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Education Development and Administration Program amounted to $1.692 billion 
an increase of $117.9 million over the preceding year. 


’ 


The Ministry’s expenditure of $1.984 billion was 16.6 per cent of the total 
expenditure of the Province for the year. 


Expenditure on education by both the Ministry of Education and the 
Ministry of Colleges and Universities amounted to $3.141 billion, or 26.4 per 
cent of the total expenditure of the Province for the year. The comparable figures 
for the preceding year, as restated, were $2.794 billion and 26.3 per cent. 


HEALTH. Transfer payments amounted to $3.137 billion and represented 
92.2 per cent of the Ministry’s expenditure in 1976-77. Payments made for the 
Operation of hospitals and related facilities, $1.881 billion, and for care provided 
by physicians and practitioners under the Ontario Health Insurance Plan, $0.8 
billion, accounted for 85.5 per cent of the total transfer payments. The specified 
_ payments increased by $280.4 million and $58.2 million respectively in 1976-77, 
accounting for 81.2 per cent of the increase in the Ministry’s expenditure for the 
year. 


The Ministry’s expenditure of $3.401 billion was 28.5 per cent of the total 
_ expenditure of the Province for the year. Comparable figures for the preceding 
_ year, as restated, were $2.984 billion and 28.1 per cent. 


46. Disbursements. Disbursements may be summarized as follows: 


Disbursements re 1976-77 1975-76 
$ $ 
Voted Appropriations . 
MEE MICPRISIALIVE ASBEIMIDIV: ccsccsic-c-csses eco soesesssecessarenteopsscecccosercss cocoon 425,844,291 467,403,645 
Beoemanasement Board Orders o.....05000.6occsoodecsecsscicdiastassevieleases 26755 10,542.096 
| 425,871,046 477,945,741 


MEET EE NE AGDTOPTIATIONIS ©. -.45..C bE fabs oc ee. lbe eee Naleces: 475,170,167 827,106,854 
| 901,041,213 1,305,052,595 


| As is evident from the foregoing summary, Disbursements made out of 
‘Statutory Appropriations decreased by approximately $350,000,000 in 1976-77. 
‘Significant in this regard was a reduction in advances made to Ontario Hydro from 
$575,000,000 in 1975-76 to $300,000,000 in 1976-77. 


Details of Disbursements are shown on page 18 of Volume 1 of the 
1976-77 Public Accounts. Comments with respect to a number of disbursement 
‘items are contained in the Comments on Assets and Liabilities sections (17-21) 
of this Report. 


47. Charges. In 1976-77 Charges totalled $116,525,210, all of which was 
‘paid out of Statutory Appropriations. 


Details of Charges are shown on pages 22-24 of Volume 1 of the 1976-77 
Public Accounts. Comments with respect to a number of charge items are in- 
cluded in the Comments on Assets and Liabilities sections (25-27) of this 
Report. 
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48. Retirements of Loans. Retirements of loans totalling $330,336,294 for the 
1976-77 fiscal year are shown on pages 27-28 of Volume 1 of the Public Accounts. 
These payments relate to the redemption of Ontario debentures. 
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COMMENTS ON REVENUE AND EXPENDITURE TRANSACTIONS 


49. Introductory Comments. Most of the comments contained in this segment 
of the Report relate to Revenue and Expenditure transactions. Some however, 
are relevant to other types of payments into, and payments out of, the Consolidated 
Revenue Fund which are described in sections 34 and 40—Receipts and Credits, 
Disbursements and Charges, etc. The caption, “Comments on Revenue and Ex- 
penditure Transactions” has been selected for simplicity of reference. The audits 
on which the comments are based were completed since the date of our last 
Report and are listed in Exhibit 9. The audit of revenue and expenditure at 


the various Ministries and Institutions included a general review of accounting 
_ procedures and such tests of accounting records and other Supporting evidence as 


were considered necessary in the circumstances. 


50. Audit of Revenue. Our audit activity is mainly devoted to the verification of 
revenue transactions and the review of related internal controls. Considerable 


Stress is placed on determining whether there is full compliance with existing 
_ Statutes and Regulations, and on the review of procedures established within each 
_ Ministry for the verification and reconciliation of its revenue. 


During the year we continued our emphasis on the major revenue-producing 


areas of the Government. Taxation revenue, for example, amounted to over $6 
Dillion or 56.2 per cent of the total revenue for the year. Accordingly, an audit 
team is located at the Ministry of Revenue to perform a continuous audit of 
taxation revenue. Similarly, our Office maintains a separate group of auditors 


whose function is the review of claims on the Government of Canada which arise 


from contributory or cost-sharing agreements and programs. 


51. Audit of Budgetary Expenditure. The audit of budgetary expenditure was 
conducted under the following main classifications—Transfer Payments; Acquisi- 


tion/Construction of Physical Assets; and Administrative Expenditure. Under 


these classifications the expenditure for the year, as shown on page 64 of Volume 
1 of the 1976-77 Public Accounts, may be summarized as follows: 


| $ % 
SDL sg oes s cccasisanvpestansisaneav’ 8,520,105,381 ie 
Acquisition/Construction of Physical Assets .......cccccccccccscscsseseseeeeeees 303,497,490 ps 
Administrative Expenditure +, 
I WV A eds sg sed tvs RIM eos sata Gee ila kannnldaslantenns 1,241,282,186 ; 
_ Other Transactions 

—includes public debt expenditure (interest on 
Bementuress etesriof <$1068,540,937) xen. ho. sacdecccQcceniBoecksdess 1,121,108,530 9.4 
ak cssanianouauipennsove 338,374,508 2.8 
RD ECHO CT oso e oo vc cnc casepnvcssevsepenvngsctinonsapsnnncsares noe le 
(Sua SS OES lal dak ell Sal i ee ,700, 
mployee Benefits 81.707 909 7 


mtansportation and Communication ..)..0........:c.ceesccsecendecceeceeceosoeee 





12,020,244,521 


Less: Recoveries from other Activities, Ministries, etc. ............... 99,007,310 (.8) 





L921 237211 100.0 
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Audits undertaken by the Provincial Auditor are financially oriented, and 
are primarily concerned with accounting accuracy and compliance. Nevertheless, 
as the material contained in subsequent sections of this Report will indicate, we 
have not restricted our activities to a financial audit. It is important to note, how- 
ever, that our non-financial or operational audit involvement is somewhat restricted 
in that 71.5 per cent of the Province’s expenditure on budgetary transactions is in 


the form of transfer payments. 


52. Transfer Payments. Transfer payments represent expenditure made to indi- 
viduals, organizations and other levels of government and for which the Ontario 
Government does not directly receive goods or services. Such expenditure is 
made in accordance with legislation or established Ministry rules. 


Our audit of transfer payments essentially concerns itself with the authoriza- 
tion, calculation and payment procedures in the Ministries, and involves, in par- 
ticular, an assessment of the applicable legal and administrative framework. The 
disposition of funds received in the form of transfer payments is made by the 
recipient individual, organization or other government body. Therefore, in most 
cases, an assessment of relative economy, efficiency and the procedures for 
measuring effectiveness is considered beyond the purview of this Office. 


Organizations and government bodies in receipt of transfer payments are 
usually subject to review by other auditors such as public accounting firms. Gen- 
erally speaking, the paying Ministry, as a condition of payment, requires the recip- 
ient to periodically submit audited financial statements. In some cases, also, in- 
ternal audit or similarly functioning groups within the Ministries may visit recipient 
Organzations and government bodies for the purpose of reviewing their financial 
records. 


In 1976-77 over $6.1 billion, or more than 72 per cent of the total transfer 
payments, was expended by three Ministries. A summary of the payments by the 
three Ministries, including identification of major categories, is as follows: 

Ministry Category Amount 
$ 


Colleges and Universities Grants for Universities and Related Organizations 735,947,089 
Grants for Colleges of Applied Arts and 


‘Lechnolosy,: iG 2.37 notre an ee 341,153,130 

Other transter paviniente-. neat ee 64,665,569 

1,141,765,788 

Education General, Legislative Grants 2.0... ee 1,692,741,182 
Payments to Teachers’ Superannuation Commission 208,661,350 

Other transfer payments). aes ee 13,808,241 


1,915,210,773 


Health Operation of hospitals and related facilities ............ 1,881,128,024 
Payments re physicians’ and practitioners’ services 

under: OHUP oto ccnk piccg aan ere ete certs 800,259,756 

Other ‘transfer payments 25440-7407 456,144,732 


3,137,532,0%m 
Total 6,194,509,073 
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53. Acquisition/Construction of Physical Assets. This classification includes all 
costs of acquisition and construction by contract of new and used buildings and 
engineering structures. Also included in this category is the cost of acquisition of 
land. Our audit of acquisition/construction of physical assets includes the ex- 
amination of relevant contract records, procedures for awarding contracts and 
purchasing procedures. Asset records of projects, both under construction and 
completed, are also examined. 


As previously indicated in section 11, the acquisition/construction of physical 
assets account does not include the cost of work performed by the Province’s 
own labour force which contributes to new capital formation such as new build- 
ings, engineering structures, etc., nor does it include the cost of materials and 
Services provided by the Province for use by contractors on new capital forma- 
tion projects. These expenditures, which totalled in excess of $66 million for 
the year ended March 31, 1977, were charged to the administrative expenditure 
category and were included in the appropriate accounts classification—salaries 
and wages, services, etc. 


54. Administrative Expenditure. As indicated in the foregoing summary, ad- 
ministrative expenditure is identified by sub-categories, the content of which is 
largely self-explanatory. However, a more detailed description of the type of 


_ expenditure included in each sub-category is contained on page 8 of Volume 1 


of the 1976-77 Public Accounts. Our audit of administrative expenditure in- 


Cludes an evaluation of the internal control over expenditure processing, and 


_ a review of inventory controls and purchasing procedures. 


«55. Recoveries from Other Activities, Ministries ete. These recoveries relate 
Mainly to costs incurred on behalf of other Ministries by certain Ministries as, for 


example, by the Ministry of Government Services with respect to the provision 
of printing and stationery services. The incurring Ministry subsequently effects 


_Tecovery by transferring the costs involved to the benefiting Ministry. For Public 
_ Accounts presentation purposes, these recoveries are generally not netted against 


the particular expenditure category or sub-category (e.g. salaries and wages, 
| Services, etc.) but are deducted in total from aggregate expenditure. 


«56. Audit Memoranda. Memoranda on the various audits and examinations 
performed during the year were submitted to the Deputy Minister of each Min- 
istry concerned. Observations and comments were made on matters noted during 
‘the conduct of the audits. Included in the memoranda were recommendations and 
, Suggestions for improvement in internal controls and general efficiency of the 
accounting process. The Deputy Ministers were asked to review the memoranda 
and to forward their comments on our findings and recommendations. This pro- 
cedure provides each Ministry with an opportunity to question the position taken 
_by this Office or to initiate immediate corrective action. 


| Matters which were raised in memoranda covering these audits, and which, in 
our considered opinion, should be brought to the attention of the Legislative 
Assembly, are included in subsequent sections of this Report. Not all of the 
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subsequent content is of a critical nature; many of our comments are for inform- 
ative purposes only. For the most part the caption of the section will indicate 
whether the content is of a critical or informative nature. 


Pertinent replies received from the Ministries to the time of completion of 
this Report have been included without further comment by this Office, but will 
be reviewed during subsequent audits of the respective Ministries. 


57. Suggested Corrective Action and Recommendations Contained in the Provin- 
cial Auditor’s Previous Reports. It is our practice to follow up on suggested 
corrective action and recommendations at the time of our next audit of the ap- 
plicable revenue or expenditure area. The status of suggested corrective action and 
recommendations contained in our 1975-76 Report is indicated in Exhibit 11 to 
this Report. Exhibit 11 also provides an update on the status of corrective action 
and recommendations not fully implemented per Exhibit 11 in our 1975-76 
Report. 


58. Newly Established Ministry. The Ministry of Northern Affairs Act, 1977 
received Royal Assent on July 12, 1977. Under the Act the Ministry of Northern 
Affairs was established effective April 1, 1977 for the purpose of co-ordinating 
the activities of the Government in Northern Ontario. 


Prior to April 1, 1977 expenditure of $57,334 was incurred and paid under 
the authority of a Special Warrant (see section 106). The Special Warrant was 
issued in the amount of $60,000 for the purposes of defraying the costs of the 
Ministry of Northern Affairs from February 3, 1977 through March 31, 1977. 


For the purposes of presentation in the 1976-77 Public Accounts, the 
referenced expenditure activity has been reflected under the caption of ‘Ministry 
of Northern Affairs”’. 


59. Ontario Beef Calf Income Stabilization Program, Ministry of Agriculture and 
Food. The purpose of the Ontario Beef Calf Income Stabilization Program, in- 
troduced in 1975 by Order in Council pursuant to section 5 of The Ministry of 
Agriculture and Food Act, is to stabilize the income of participating beef calf 
producers by establishing a floor on the amount of money that an efficient producer 
would be expected to receive over and above operating costs in years of poor calf 
prices. 


The following statistics prepared by the Ministry indicate the activity of this 
program in two fiscal years: 








1975-76 1976-77 
baumbersof producers, enrolled 24.24.41 12,113 15,276 
Number of -cows enrolled ... succiacg.cuh oe 312,019 355,464 
TGlal gross: Payments | oo so lcm en ee ee ee ee $24,084,284 $22,543,000 
Gross payment pet COW ...:..bs. se ee ee ee S77 $ 63 
PHrolment: [eearevenue® .6..cuicine oneal ee ke $ 1,560,095 $ 1,777,326 


The program is designed to run for five years ending in 1980 and originally a 
two to one government/producer contribution ratio was planned for the five-year 
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period. The contribution ratios for the first two years have been 14.4 to 1 and 
11.7 to 1 respectively. 


The Order in Council restricts participation in the program to producers who 
maintain herds of cows on a full-time basis for the purpose of producing beef 
calves. In this connection, it was noted that the program does not limit coverage 
to producers who realize a minimum income nor does it limit the maximum assist- 
ance to any one producer. 


We recommended that consideration be given to these matters. 
The Ministry subsequently advised that: 


“The question of maximum payment, qualifications for eligibility, etc., 
are policy matters which receive continual review.” 


60. Possible Loss re Guarantee of Bank Loans to the Ontario Grape Growers’ 
Marketing Board, Ministry of Agriculture and Food. Under authority of Orders 
in Council pursuant to sections 5 and Sa of The Ministry of Agriculture and Food 
Act, bank loans to The Ontario Grape Growers’ Marketing Board have been 
guaranteed by the Province. Order in Council 2498/75 guaranteed payment of a 
loan of up to $7,000,000 for the purpose of purchasing, processing and marketing 
grapes from the 1975 crop which were surplus to the requirements of the grape 
processors. Order in Council 3232/76 similarly guaranteed payment of a loan of 
up to $700,000 for the purpose of purchasing, processing, marketing and storing 


| grapes from the 1976 crop. The two guarantees terminate on August 31, 1979 


_ and August 31, 1980 respectively. As at January 31, 1977 the outstanding loans 
_ on the 1975 and 1976 crops were $2,646,000 and $366,000 respectively. 


As a result of reviews conducted by the Audit Services Branch of the Min- 
istry and by the Operational Review Branch, Management Board of Cabinet, 
certain deficiencies in the inventory control and product costing records main- 


_ tained by The Ontario Grape Growers’ Marketing Board were discovered and 


recommendations for corrective action were made. We also noted from a draft 


_ report prepared by the Operational Review Branch that because of market condi- 
tions, the loss to the Province in connection with the bank loan guarantees may 
_ be as much as $3,000,000. 


On September 22, 1977 the Ministry replied as follows: 

“The recommendations for improved inventory control and cost records 
were put into place immediately by the Board. 

“Any eventual loss will depend on market price of final product—we 
have been negotiating to obtain highest price.” 


61. Automobile Transportation Costs, Ministry of the Attorney General. During 
_the period April to December 1976 a total of $60,417 was paid to an automobile 
livery for limousine service. An analysis of the supplier’s invoices revealed that 
most charges were for judges, their staffs, matrons and jurors. It is recommended 
_that such charges be reviewed and a policy established on the payment of trans- 
portation charges of individuals. 
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A review was made of the Management Audit Report on the Office of the 
Sheriff of the Judicial District of York for the period February 1975 to November 
1976. Included therein was a Cost Survey—Owned to Leased Cars. This survey 
showed that the cost of leasing and operating 24 passenger cars over 30 months 
amounted to $170,050 and that the cost of purchasing and operating similar cars 
over the same period of time was calculated to be $138,445. This indicated that a 
potential saving of $31,605 would be realized if purchased vehicles were used 
instead of leased vehicles. The calculations included maintenance, insurance and 
gasoline costs for both types of vehicles but not the trade-in values of the pur- 
chased vehicles which were estimated to be $1,500 to $2,000 each. We recom- 
mended that consideration be given to the conclusions of this survey with a view 
to achieving savings in transportation costs in the Ministry. 


The preceding comments were included in our memorandum of July 14, 
1977 to the Ministry. As at the date of this Report, September 30, 1977, we have 
no record of a reply. We are, therefore, unable to present the Ministry’s views 
in the matter. 


62. Observations re Expenditure of the Royal Commission on Violence in the 
Communications Industry, Ministry of the Attorney General. The Royal Commis- 
sion on Violence in the Communications Industry was established by Order in 
Council dated May 7, 1975 and its work continued until June 30, 1977. The 
Commission, which consisted of three members including the Chairman, was to 
study the possible harm to the public interest of the increasing exploitation of 
violence in the communications industry. In carrying out its duties the Commis- 
sioners were empowered “to engage such staff, secretarial and otherwise, and 
technical advisers as they deem proper, at rates of remuneration and reimburse- 
ment to be approved by the Management Board of Cabinet”. 


The expenditure of the Commission, as recorded in the accounts of the 
Ministry, from inception to August 31, 1977 amounted to $2,026,245 and may 
be summarized as follows: 








$ $ 

REMUNERATION: COMMISSION MEMBERS 

Per, Dieniv Pees <(.diataiee eka ee eee 131,194 

salary sand Benehts ss: evics..sasniactey ue eee eee 14,969 146,163 
REMUNERATION: STAFF AND OTHERS 

Research * Sefvices?*.277...0... Abereea ie Ate aie 461,986 

Salaries and Benefits: 0..2..0.0....2 a eee 345,455 

Other, Professional Services: «a5 ner kr ee ee 101,621 

Temporary Help Services” since ace te ieee 70,559 979,621 
TRANSPORTATION AND COMMUNICATION 

TrayelvAccommodationand: PO0d a... 45. cc ee 124,237 

Télephone® Servicess 2i.0)t 2c nutdicc toe teen ee 30,670 

Mailirig¢and *Courier Services \..J.0:.403.0.0e:. 6 cet ee ee 17055 171,962 
LDV EL Rn LOSLIN Gas erecegssny.saeh codssannssntrotncs chiveretecoe a nus te ate 203,090 
PRINTING 

iniferims Report tors. cuts csc. eee A cave cee ee ee ee ee ae 37,781 

Finale REPOT ET vccscccssscocseo teases cote ce este eshte ee ee 120,239 


OU OTe arose ies BTL Matai veda cshccc soc deat cers ete 31,208 189,228 
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OFFICE AND ADMINISTRATIVE 


Rent, Leasehold Improvements and BAU Ga etree RT, hc hs tee 97,408 
Peete tae PUMIIMON factsheet nccasreicdeschih oo escccccdeccc 58,736 
UC tone Ole rilitt wena ee Lt eee eb 37,888 
Bee ial OF MEQUIDUNENE: ate tras ts, ee Netw Soaps cise de oskel beh 29,407 
Sia Onct yea Slice Supplies pares, ...5.0.6c04...:..... RR 20,836 
Bee BDEC tees ANU PL TANSIALOTS PCOS 20 ha. ycusnscaccosdpess 4 cdsesdcccdicka. Secs, 17,916 
Boot alsa PF UUIIGRTOIISWR,..Y.. Birr hot Ao. cat 16,896 
Be eC PUI RTOCEVICE Mer ern Vira. theo ee ok Wah 12,794 
LUYS OS one dha Se RGR IGE, Tie st eer) ane ee en 44,300 336,181 





2,026,245 


*Additional costs known or estimated in connection with the printing of the Commission’s 
final report, but not recorded in the accounts as at August 31, 1977, totalled $191,225. 

Observations made with respect to a number of the summarized expense 
categories are as follows: 


Remuneration: Commission Members 


While engaged in the business of the Commission, the Chairman was paid 
at the rate of $250 per day while one of the other members was paid at the rate 
of $180 per day. Total payments amounted to $93,000 and $38,194 respectively. 
The per diem fees were in addition to reimbursement of travelling, living and out 
of pocket expenses incurred in the course of Commission duties. 

The third member of the Commission was a public servant and did not receive 
a per diem fee. However, a portion of the salary and employee benefits for this 
member was charged to the Commission’s accounts. The basis for the charge which 
amounted to $14,969 was not evident. 


Remuneration: Staff and Others 


The research costs of $461,986 included payments totalling $79,950 to the 
Director of Research with the balance being paid to principal investigators and 
others engaged for research projects. The research program, described by a 
Commission official as the largest Canadian communications research project ever 
carried out, was broken down into sections for individual studies. Many of the 


| principal investigators were university faculty members selected on the basis of 


their known qualifications. We were informed that time constraints and the scarcity 
of qualified persons in many of the research fields precluded normal selection 
procedures. Letters of agreement for some 28 research projects were exchanged 
with faculty members and others during May—September 1976. Management 
Board of Cabinet approved a request to establish the rates of remuneration on 


July 13, 1976. 


The Ontario Manual of Administration, section 50-9-4 requires that research 


_felationships with faculty members should have the written concurrence of the 
_ university and that payments be made to the individual on the written concurrence 
_ of the university. It was not apparent that such concurrences had been obtained. 


! The Commission’s costs for temporary help services, including payments to 


a number of persons engaged for editing and proofreading, amounted to $70,559. 
Of this total, only $7,295 was for employees supplied by the GO Temporary 
service administered by the Civil Service Commission. It was explained that the 
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Commission required a standard of work not always available through GO 
Temporary. In our opinion GO Temporary should have been considered as the 
primary source for all temporary help requirements. 


Transportation aid Communication 


Travel expenses of the Commission as recorded in the accounts to August 
31, 1977 may be summarized as follows: 





$ 
Accommodation: and: FOO wascccsoctite ee Shoraes ieee eee eee ee $3,423 
Commercial’ ‘Air ‘Travel: cccieuic. shh: th tee.. Se ieee Ae ee eee 25,709 
Limousines and-Taxis ..[.1005...dk..tesaecchute-< dot teks cohgbebetaeeets ated. ote eae peepee eat eee eee 10,024 
Rental’6f AitOmiObiles (16.255, Uiicekc eek eect ese a re eaten eed eee Islan 
Other: travel’ ExPenSese cc. .occsvnicskasetasdovssuetavee datbbasicel asd std CPAs PACH Aiea vet MET EE Red te MN OTe Hey des 5,972 
102,885 








Not included in the above expenses are charges of $15,026 incurred for the use of 
Ministry of Natural Resources aircraft and $6,326 for the rental of vehicles from 
other Ministries. 


Two members of the Commission and three members of the staff of the 
Commission visited various European countries while all three members of the 
Commission and two members of the staff travelled to points in the United States. 
In all, some fourteen countries in Europe and five cities in the United States were 
visited. The European and United States travel and associated costs totalled in 
excess of $46,000 and $10,000 respectively. 


During a review of the expense claims for foreign travel our observations 
included the following: 


1. Average accommodation (room) cost per person was approximately $52 
per day in Europe and $49 per day in the United States. With respect to 
a seven-day stay in one European city the hotel bill for a Commission 
member reflected accommodation costs in excess of $150 per day. 


2. The hotel bill for a Commission member during the aforementioned 
seven-day stay in the European city included room service charges total- 
ling $688. The nature of the room service charges was not disclosed on the 
expense claim but presumably included food costs. 


3. The hotel bills for a seven-day stay by a member of the Commission and 
a staff member in another European city were included on the expense 
claim of the staff member. The hotel bills which totalled $2,233 in- 
cluded expenses of $1,254 of an unidentified nature. However, the claim- 
ant had certified that the total amount had been incurred for room, food, 
rental car and miscellaneous expenses. 


4. Average food cost claimed per person was approximately $39 per day 
in Europe and $31 per day in the United States. However, these average 
amounts included costs for guests on some occasions and did not include 
food which may have been provided by room service. Costs for individual 
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meals ranged as high as $55 per person in both Europe and the United 
States. 


Commission members and staff received assistance from the offices of the 
Department of External Affairs (Canada) in several European cities. 
This assistance was mainly comprised of the hiring and paying for in- 
terpreters, chauffeurs and automobiles. The Commission was charged a 
total of $5,612 for this assistance. 


Limousine service was used during the visit of two members of the 
Commission and one staff member to Los Angeles in October 1976. The 
cost for this service was $474 including gratuities of $50. 


The following observations were among those made during our review of the 
expenses for travel in Canada: 


1. 


Ministry of Natural Resources aircraft were chartered during the period 
October 1975 to May 1976 to transport members of the Commission and 
Staff to public hearings. Total cost of the charters was $15,026 with the 
majority of the flights being to points in Northern Ontario. 


Payments to a Toronto taxi-cab firm from the inception of the Commis- 
sion to August 31, 1977 amounted to $5,315. Our review of the trip 
tickets revealed that a number of trips were to and from the home 
addresses of members of the staff and to locations in the downtown 
Toronto area where public transportation is available. We noted that in 
45 instances the trip ticket had not been signed by the passenger. 


A limousine with chauffeur was engaged to transport two members of the 
Commission and two staff members to a conference held in Kingston in 
August 1975. The cost including accommodation and meals for the 
chauffeur was $658. 


In three instances accounts totalling $608 for the rental of automobiles 
gave no indication of the specific purposes for the rental. 


Limousine service was used by a member of the Commission for transpor- 
tation to a meeting at London in November 1976. The cost including four 
hours waiting time at London was $127. 


In our opinion, the Commission frequently did not adhere to the rules and 
_ procedures laid down in the Ontario Manual of Administration for travel, meal 
and hospitality expenses. 


| Advertising 


Advertising costs of $203,090 included $148,417 paid to the Advertising 
Agency of Record, the Agency appointed to act as the central purchasing author- 
ity for all media space and time purchased on behalf of the government, and 


$54,065 to an advertising agency selected by the Commission. It would appear 
_ that the latter agency was selected on the basis of verbal proposals and that initially 
the requirements for the purchase of space were not routed through the Agency 
Of Record. These procedures are not in accordance with the Ontario Manual of 
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Administration. 


In addition to advertising copy, 500 photographic prints of each member were 
obtained at a cost of $3,360 and supplied to the print media to assist in publicizing 
the hearings held by the Commission. 


Printing 


An Interim Report was issued by the Commission in January 1976. The cost 
of printing 5,100 copies of the English language version was $33,946. Subse- 
quently 2,000 copies of the French language version were printed in a somewhat 
less elaborate form at a cost of $1,500 for translation and $3,835 for printing. 
Distribution of the Interim Report was on a “free” basis to libraries, press, schools, 
municipalities and the public generally. 


Arrangements for printing the English version apparently were made directly 
with the printer by the Commission rather than through the Purchasing Section 
of the Ministry of the Attorney General and the Printing Services Branch of the 
Ministry of Government Services. We did not observe any evidence of tendering 
procedures. 


The Final Report of the Royal Commission was issued in seven volumes 
during June and July 1977. A French language version of Volume 1 of the 
Report had still to be printed as at August 31,1977. The costs, accrued and 
estimated, are summarized as follows: 


$ 
GTADHIC DOSISI :vcrssssenerosanevsnsoocesn donk veturecoes cu abaaaceert ts ood atetem tocmae ts taebed ttc Gases ee aa en a 14,000 
English Language, Volumes 1—7 
Typesetting: aki Ruesnwen diecdkighwe SER eee eee 126,885 
Printing ccsesdaccaeneciWeticaainesede nel nacentadendasdaasatesac toes Sie ae ee ee 96,916 
French Language, Volume 1 
AYADSIALION © oy -c.cerscassetarepuvvoctersyasseccesiere adtreserigiedr meee teee mad iareiner eee ee ee eee ee 51,750 
Proofreading (estimate) 244.0.2-2.. cha ee tree 3,250 
Typesetting: (estimate) y «iccdissssiieocsds. peace eee ae Oe ee 7,602 
Printing (estimate) $3 die ecccccccs cin ee ee eee 11,061 
$311,464 


Tenders for typesetting and printing were solicited by the Printing Services 
Branch of the Ministry of Government Services and contracts were awarded to the 
lowest bidder in each case. It was noted that the charges billed for typesetting 
exceeded the tendered price by $99,754, the additional costs arising principally 
from the inclusion of a greater number of tables than anticipated ($31,696), 
overtime ($36,660) and author’s alterations ($19,013). The charges billed for 
printing have exceeded the tendered price by $26,065. This increase in costs was 
due mainly to the requirement for additional sections and pages. 
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Details on the receipt and distribution of the Report up to July 31, 1977 are 
as follows: 


Publications 








W arehouse 

Volume Ordered Received Distributed Stock 
1 (English) 10,000 10,053 4,176 5,877 
2 3,000 2,920 143 QTL 
3 3,000 2,152 25 242) 
4 3,000 2,885 201 2,684 
5 3,000 2,864 152 20712 
6 3,000 2,892 69 2,823 
7 3,000 2,945 81 2,864 
1 (French) 3,000 ais os WET 


Sales prices have been set at $3 for Volume 1 and $8 each for Volumes 2 to 7. A 
breakdown between free distribution and sales was not readily available from 
the Publications Warehouse records. However, of the 4,176 copies of Volume 1 
shown as distributed, 660 were requisitioned by the Government Bookstore. Of 
these, 531 had been sold by September 9, 1977. The initial free distribution of 
Volume 1 was in excess of 2,000 copies on a basis similar to that for the Interim 
Report. 


Office and Administrative 


Arrangements for the lease and furniture were made through the Ministry 
of Government Services. Upon conclusion of the Commission’s work, the furni- 
ture was returned to the Ministry of Government Services. 


Office machinery and equipment purchased by the Commission were returned 
to the stores of the Ministry of the Attorney General prior to June 30, 1977. An 
inventory check carried out by the Ministry found that five items of dictaphone/re- 
corder tape equipment were missing. The items were carried in inventory at a total 
value of $2,625 and were said to have been stolen. Two other recorders valued 
at $500 each and returned as irreparable were said to have been damaged in 
Europe. 


The Commission was provided with an accountable advance account which 
was used for salary and travel advances and for the purchase of services and 
supplies. The amount of the advance varied from a low of $4,000 to a high of 
$24,000. 


We noted that salary advances totalling $5,250 made to a Commission 
employee during June and July 1975 were reimbursed to the accountable advance 
account by instalments extending over the period August to December 1975. As 
at the date of our examination, August 31, 1977, travel advances totalling $2,750 


_ made to a member of the Commission in May and October 1976 had not been 
_ Teimbursed to the advance account. 


During our review of the accounts we also noted that 13 duplicate payments 


| amounting to $5,420 apparently had been made. These included an overpayment 
_ Of $3,500 for the graphic design work on the Final Report and a duplicate pay- 
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ment of $380 for proofreading services. The overpayments were brought to the 
attention of a Ministry official for investigation. 


In addition to the transactions already mentioned elsewhere in this memo- 
randum, a number of instances were noted where purchases of services, equipment 
and supplies were negotiated apparently without reference to the Ministry’s Pur- 
chasing Section. We feel that Royal Commissions should be required to adhere to 
the normal purchasing procedures of the Ministry so as to ensure observance of the 
policy on competitive purchasing. 


Standing Public Accounts Committee 


The Report of the Standing Public Accounts Committee dated July 10, 1975 
recommended “that costs of Boards and Commissions be regulated and controlled 
and that budgets be struck and that specific regulations in regard to these Boards 
and Commissions be laid down by Management Board of Cabinet”. On May 12, 
1977 the Secretary, Management Board of Cabinet advised us as follows: 


‘““A policy and guidelines relating to the administration of Royal Commission 
studies were approved by Management Board on April 26th, 1977. Some 
implementation details are currently being investigated, following which the 
policy will be issued. 


‘A policy relating to the appropriate degree of control of agencies, boards and 
commissions and the applicability of the Manual of Administration was re- 
viewed by Management Board on May 2nd, 1977. The Chairman of Man- 
agement Board is in the process of discussing the implications with his 
colleagues following which it is hoped to issue the policy guidelines and 
appropriate groupings of agencies. 


“A policy dealing with the administrative arrangements (such as travel) for 
part-time members of agencies, boards and commissions has been prepared. 
This policy was approved by Management Board on February 10, 1976.” 


The foregoing comments were included in a memorandum dated September | 
30, 1977, the date of this Report. The Ministry has not had an opportunity to | 


respond and we are, therefore, unable to present its views on the subject matter. 


63. Unpaid Fines Imposed by Provincial Courts, Ministry of the Attorney General. — 
Further to comments contained in our 1975-76 Report (section 87) detailed — 
records of unpaid amounts of Federal, Provincial and Municipal fines are — 


maintained in each Provincial Court Office. A review of statistical records pre- 
pared by the Management Audit Branch and the monthly returns submitted 
by the various courts indicated that the unpaid fines had increased from a total 
of $22,300,795 as at March 31, 1976 to a total of $26,870,668 at March 31, 1977. 


Following the prior audit the Ministry of the Attorney General completed an 
analysis of unpaid fines and made representation to the Ministry of Treasury, 
Economics and Intergovernmental Affairs for authority to write off a number of 
unpaid Provincial fines that were considered uncollectable. Three Orders in 
Council were subsequently received in the period under review to delete a total 


| 
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of $2,248,733 in unpaid Provincial fines from the records. For further reference 
to write off see section 102 of this Report. 


The foregoing comments were included in our memorandum of August 
22, 1977 to the Ministry. No reply had been received as at September 30, 1977, 
the date of this Report. We are, therefore, unable to present the Ministry’s views 
in the matter. 


64. Observations re Travel Expense Claims, Ministry of Colleges and Universities. 

The Ministry has established unofficial guidelines to regulate the costs of meals 

for employees. We were advised that per diem charges of $13 and $15 for the 

1975-76 and 1976-77 years respectively were considered to be reasonable for 
_ travel expense claim purposes. A review of a selected number of travel claims was 
_ made to determine adherence to the established guidelines. We found that in 

337 daily meal claims submitted by Ministry staff that the guidelines had been 
_ exceeded in 57 instances, and that on occasion the charges made for two daily 
_ Meals surpassed the total per diem standards that had been set. 


The review also indicated that meal charges claimed by members of com- 
_mittees and councils tended to be greater than meal charges submitted by em- 
_Ployees of the Ministry. An examination of 462 meal claims relating to these 
_members revealed 141 instances where the meal charges were in excess of the 
| Ministry per diem guidelines. We also noted that in 54 of these instances the 

costs claimed were for fewer than three meals. 


} 


| Management Board of Cabinet issued a Guide to Travelling, Meal and 
Hospitality Expenditure for part-time members of Government Boards, Commis- 
‘Sions, Committees and Agencies on February 10, 1976 which stated, under the 
caption “Basic Principle” that: 


“Provided the amount is reasonable in the circumstances, members should 
be reimbursed for any necessarily incurred ‘out-of-pocket’? expenses which 
they may incur in the performance of their duties.” 


We felt that consideration should be given to applying the same guidelines to 
these claims that have been established for Ministry employees or, as an alternative, 
‘to establishing a specific set of standards for travel expense claims submitted 
by members of committees and councils. We also suggested that the instruments 
of appointment for such members should, in future, reflect the qualification for 
reimbursement of expenses expressed by Management Board of Cabinet as set out 
in the preceding paragraph. 


The Ontario Manual of Administration, in dealing with employees’ ex- 
penses, provides that travel claim forms for an employee below the rank gpg 
Status of a Deputy Minister must be approved for payment by the employee’s 
assigned manager or more senior official. The Manual further provides that unless 
the employee’s headquarters are outside the province, travel beyond and outside 
the boundaries of the Province of Ontario must be approved by the Agency 
Head. We noted that the Ministry had waived these approval requirements for 
the Assistant Deputy Ministers, one Executive Director and one Director. 
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The preceding comments were included in our memorandum of May 6, 1977 
to the Ministry. As at the date of this Report, September 30, 1977, we have no 
record of reply. We are, therefore, unable to present the Ministry’s views on the 
matters raised. 


65. Poor Administration, Ontario Career Action Program, Ministry of Colleges 
and Universities. As at November 30, 1976 approximately $3,180,000 had been 
expended under the Ontario Career Action Program (OCAP). We completed an 
audit of the records pertaining to the program and our comments were as follows: 


Introduction of Program 


OCAP was introduced by the Premier of Ontario on August 27, 1975 to 
“provide a youth internship program within the Government and related agencies”. 
The Premier’s statement further defined the objective of the program as providing 
“a socially useful and relevant work experience to young people who emerge from 
our educational system’, and the principal goal as “that of ensuring opportunities 
for those who want to work and thereby help themselves”. 


The program was not established by legislation. 


Administrative Guidelines 


The administrative guidelines for the program were enunciated in a general 
information paper issued on December 1, 1975 and are summarized as follows: 


1. The program should select young people: 
(a) between the ages of 16 and 24 inclusive, 
(b) who have left the educational system, 
(c) who are actively seeking employment, and 
(d) who are registered with their local Canada Manpower Centre. 


2. The program is designed to help develop marketable work experience 
for “that first job”. 


3. The program should provide training positions within Ontario Govern- 
ment ministries and agencies. 


4. Trainees should receive a weekly stipend of $100 for a maximum of 52 
weeks, the funds to be provided by the Ministry of Colleges and Univer- 
sities. 


Allocation of Trainees to Ministries and Agencies 


As previously mentioned, the Premier indicated that the training was to be 
provided “within the Government and related agencies”. This requirement was also 
Stipulated in the administrative guidelines. In seeking clarification we were in- 
formed by a Ministry official that the term “related agencies” had been interpreted 
as including agencies subject to Management Board policies, to the intent of Man- 
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agement Board policies, or to a Memorandum of Understanding approved by 
Management Board. A Memorandum of Understanding seeks, among other things, 
to define the relationships of the agency with its parent Ministry. 


The general information paper stated that 1,050 young people would be 
accepted into the program. This numerical limitation was interpreted as the 
maximum number permitted in training at one time rather than the maximum 
number of enrolments accepted during the duration of the program. Enrolment 
in the program commenced on January 12, 1976. Up until November 30, 1976, 
1,320 applicants had been accepted for training, of whom approximately 500 were 
still receiving stipends at the time of our review. 


According to records maintained by the Ministry of Colleges and Universities, 
the distribution of trainees accepted by ministries and agencies as at November 30, 
1976 was as follows: 


Trainees Per Cent 
EEE LSS aE Sonia an oh net 822 62.3 
Colleges of Applied Arts and Technology; Universities ............ 472 35.8 
SLY Local iced at HOU Wes Ee Se SUA i ay a 26 1.9 
1,320 100.0 





Upon acceptance for training, a Work Experience Agreement is signed by the 
applicant and by a representative of the ministry or agency. Examination of the 


_ Work Experience Agreements and associated time records for a number of trainees 
_ revealed that some trainees in all three categories had been assigned to organiza- 


tions which, in our opinion, did not fall within the interpretation of the term 


_ “related agencies”. Examples of these were: ° 


Boards of Education Resource Centre 

Children’s Aid Society Adult Rehabilitation Centre Industries 
Travel Associations Public Hospital 

Y.W.C.A. Branches Boys and Girls Club 

Social Planning Council Canadian Football Hall of Fame 


Group Homes 


Unrelated Agencies and Potential for Abuse 

| The number of trainees assigned to agencies which, we felt, were unrelated 
‘was not readily ascertainable from the records maintained. However, based on 
information assembled in the course of our review, we would estimate that approxi- 
mately 5 to 10 per cent of trainees accepted have been so assigned. As the 
‘provincial government has no control over, or access to, the operation of these 
agencies, relevant expenditure of OCAP funds cannot be properly monitored. 


Potential for abuse is inherent in this type of arrangement. 


As an illustration of our concern in this regard, during our examination we 
became aware of one unrelated agency which was utilizing OCAP stipends to 
subsidize its payroll costs. We discovered three instances where individuals, 
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employed by the agency at a specified annual rate of salary, were identified as 
OCAP trainees and in receipt of OCAP stipends from the Ministry of Colleges 


and Universities. The agency paid these employees only the difference between — 


the rate of salary specified (e.g. $7,200 per year) and the rate of stipend (i.e. 
$5,200 per year) generated by OCAP. In our opinion arrangements of this nature 
are totally inconsistent with the purpose of the program and constitute an im- 
proper expenditure of OCAP funds. 


Registration with Canada Manpower Centres 


The administrative guidelines also stated that applicants must be registered 
with their local Canada Manpower Centres where application forms were avail- 
able. The completed forms were to be returned to Canada Manpower counsellors 
for transmittal to the Ontario Government OCAP manager. 


Not all of the original applications were on file at the OCAP Manager’s 
Office. In addition, approximately one-third of the applications we reviewed did 
not bear a Canada Manpower Centre stamp or other evidence of registration at 
the Centres. We were informed by the OCAP Manager that unstamped applica- 
tions had been received from Canada Manpower sources. Also, we determined 
that application forms had been made available to Colleges of Applied Arts and 
Technology and to others, and were thus transmitted to the OCAP Manager 
without reference to Canada Manpower. 


Work Experience 


The administrative guidelines stated that OCAP was designed to help the 
trainees develop marketable work experience for “that first job”. Many of the 
applicants accepted for training indicated that they had worked before and listed 
some work experience. In some instances, the work experience was such as to 
make it appear that the applicant had already held “that first job” but wished 
experience in a job more commensurate with skills or ambitions. For example: 


1. An applicant with four years teaching experience in elementary school 
was accepted as a trainee with a college. 


2. An applicant with experience as a bank teller, secretary and registered 
nurse was accepted as a trainee with a college. 


3. An applicant with grade 11 education and experience as a waitress, 
cashier and factory worker was accepted as a trainee at a Y.W.C.A. 
branch. 


4. A university graduate who listed two years experience as a radio broad- 
caster and five months as a town planner was accepted as a trainee at 
the University of Toronto. His preferred occupation as stated on the 
application form was “U. of T. — Assistant Planner”. 


Space has not been provided on application forms for a date to be inserted 
by the applicant. On some applications the question “How long have you been 
unemployed?” had not been answered, indicating that the applicant may have 
been employed at the date of application. One apparent example involved a Work 


, 
, 





} 
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Experience Agreement between Lakehead University and an applicant from 
Southern Ontario. This agreement had been signed by the latter on March 22, 1976 
to be in force from August 16, 1976. The applicant, who had listed work exper- 
lence as a registered nurse but had not indicated her current state of employment 
on the application form, commenced training on August 23, 1976. A tax deduction 
return signed on March 22, 1976 indicated income to date in 1976 as $5,000. 


In a few instances persons over age 24 have been accepted for training. It 
was explained that the Ontario Human Rights Commission had intimated that 
the program should not be restrictive as to age. 


Record Preparation and Maintenance 


The records of the two principally involved areas of the Ministry of Colleges 
and Universities — namely, the OCAP unit and the Payroll Section — have not 


_ been maintained in such a manner as to be reconcilable at any specific date during 


the course of the program. As at the date of our audit, procedures and duties con- 


_ cerned with accounting and record keeping for OCAP had not been promulgated 
_ by the Ministry. 


Ministries and Agencies were asked to appoint training co-ordinators to be 


_ the OCAP Manager’s contact. The OCAP Manager apparently did not always use 


this channel of communication and did not maintain a current list of the appoint- 


| ments. 


As previously indicated, procedures require the completion of Work Exper- 


_ lence Agreements between accepted applicants and Ministries. Ministries forward 
_the agreements along with completed tax déduction forms (TD1’s) to the OCAP 
Manager. All documents are then transmitted to the Payroll Section under cover 
of memoranda authorizing the payment of stipends to the listed trainees. The 


memoranda apparently have not been retained in the Payroll Section as none 
could be located during the course of audit. Our examination of the Work Ex- 


perience Agreements revealed that many had been signed on behalf of Ministries 
either by the OCAP Manager or by other officials not recognized as being Ministry 
or Agency co-ordinators. 


We also noted an instance of a Work Experience Agreement between a 
| college and an applicant, which was to have been in force from May 3, 1976, had 
_been amended to a start date of August 16 as “personal commitments” prevented 
her taking up the position until August. Because OCAP had reached full com- 
plement at that time, the applicant was not accepted on August 16 and, following 
representation, she was paid $200 in lieu of notice not given in accordance with 
the terms of the Agreement. 


Attendance records generally are forwarded directly to the Payroll Section by 
trainee supervisors on a biweekly basis. Examination of the time records for 235 
trainees revealed that eighty-two records had not been signed by the trainee, nine 
had not been signed by the supervisor and on twelve the applicable period of 
attendance had not been entered. In four instances, time records were not found 
although payments had been made for full attendance for the four biweekly 
periods involved. 
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Each training program and trainee’s progress is to be monitored by 
Ministry and Agency co-ordinators. The co-ordinators are to submit trainee evalua- 
tion reports at stated intervals. We were informed by the OCAP Manager that only 
about 60 per cent of the reports had been received and that, in order to obtain 
additional data, telephone surveys of trainees and supervisors had been initiated. 


The procedures for the program further require that Cease Training Reports 
be completed by Ministry and Agency OCAP co-ordinators and forwarded to the 
OCAP Manager as soon as the trainees have left. However, from a selection of 
128 known terminations, Cease Training Reports were found on file for only 
80 trainees. 


Achievement of Program Objectives 


Implicit in the role of the participating Ministries and Agencies is the en- 
couragement of OCAP trainees to seek employment in the private sector as soon 
as possible after the beginning of training. A preliminary evaluation of the program 
has been completed by the Ministry with the majority of the data based on 
samples of trainees who had left the program by May 16, 1976 and trainees who 
were still in the program at that time. Based on the responses of 127 trainees 
who had left by May 16, 1976, the survey found that 48 per cent had left because 
they had found permanent employment. 


The survey also found that 70 per cent of the “graduates” were working at 
the time of the interview and one-third of these were working in the public 
sector. Only 3 per cent had returned to school while 27 per cent were not em- 
ployed. The evaluation further determined that a large number of trainees still in 
the program were not making any effort to find employment. In a letter sent out 
in August 1976 the OCAP Manager brought this point to the attention of trainees 
still enrolled in the program. 


A further evaluation of OCAP based on the responses of trainees, “grad- 
uates’”, supervisors and unselected applicants was in progress at the time of our 
audit (November 1976). 


Recommendations 


The trainees enrolled during 1976 will have been phased out by early 1977. 
It is understood that the program may be regenerated in future years and, with that 
possibility in mind, the following comments were submitted for consideration. 


1. In view of the magnitude of the expenditure involved, we recommend that 
the program be established by Act and Regulations. Such legislation 
would make the details available for public information. The regulations 
made under the statutes should deal in specific and consistent terms with 
such matters as eligibility, training positions and manner of payment. 


2. If training positions are to be assigned to Ministries and “related 
agencies”, the latter term should be clearly defined. As noted, trainees 
have been assigned to organizations whose relationship to Ministries was 
not readily apparent. The potential for abuse has been illustrated. 


| 
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3. Since it is consistent with the objectives of the program that applicants be 


actively seeking employment, it is recommended that registration with 
Canada Manpower Centres be requisite. We suggest that parameters be 
firmly established regarding prior work experience and length of periods 
that applicants have been out of the educational system and/or unem- 
ployed. Application forms should not be accepted unless complete and 
the date of registration with Canada Manpower indicated thereon. 


We recommend that the communication channels for OCAP be clearly 
established and maintained. The functions of Ministry co-ordinators and 
supervisors should be defined so as to facilitate the effective administration 
of the program by the Ministry of Colleges and Universities. The flow 
of documentation between the OCAP unit and the Payoll Section should 
be controlled and the records of both maintained in a manner capable 
of reconciliation. Procedures and duties concerned with record keeping 
and accounting should be promulgated. 


We were informed that experience to date has indicated that the best 
results have been achieved within the first six months of an applicant’s 
training. We concur with the Ministry’s ongoing evaluation of a proposal 
to reduce the maximum training period to six months. 


The Deputy Minister responded to our comments and recommendations on 
March 22, 1977: 


General 


“While there have been some deviations from accepted procedures in 
this the first year of the administration of the program, I feel that we 
have done reasonably well, considering that we implemented the pro- 
gram at very short notice. Furthermore, the payroll unit was heavily 
engaged, for a good part of this fiscal year, in the process of implement- 
ing the Integrated Payroll and Personnel System (IPPEBS), and this 
resulted in a shortfall in the supervision of the OCAP payroll function. 


“Indeed, we are satisfied with our performance and, with updated pro- 
cedures, we feel certain that there will be a higher level of efficiency in 
1977-78. I should add that your observations have also contributed to 
the upgrading of procedures.” 


Recommendations 


ls 


“I agree in principle with your recommendation. However, while 
we will operate the program in fiscal year 1977-78, we do not know 
whether the program will be in existence beyond this period. In the 
circumstances, I question the desirability of developing and passing 
the legislation referred to in your recommendation. But, if in the 
course of time we become aware that the program will run for a 
reasonable number of years, legislation will be considered. 


“This recommendation is well taken. In future, the OCAP Manager, 
in consultation with the participating Ministries’ co-ordinators, will 
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ensure that trainees under this part of the program will be assigned 
only to Ministries and related agencies. 


3. “Ll accept your recommendation regarding the use of Canada Man- 
power Centres. Also, eligibility criteria for participants have been 
developed and are documented in a booklet entitled ‘Information for 
Supervisors . 


4. “Regarding this recommendation, we have updated the procedures 
relating to the functions of Ministry co-ordinators and supervisors. 
These also form part of the booklet referred to above. In addition, 
administrative and accounting procedures have been revised and im- 
plemented with a view of ensuring tighter controls and better record- 
keeping. 


5. “I have noted your comment on our decision to reduce the maximum 
training period to six months.” 


66. Agreements Recommended re Purchase of Rehabilitation Service Arrange- 
ments, Ministry of Community and Social Services. During the fiscal year 
1975-76 the Ministry paid $328,347 to an organization for the training of persons 
under The Vocational Rehabilitation Services Act. No agreement between the 
Ministry and the organization could be found covering this arrangement. We were 
unable, therefore, to verify that the expenditure was for services in accordance 
with the Act. We recommended that the purchase of rehabilitation services from 
outside organizations be based on formal agreements between the Ministry and 
each organization, and include details of the services to be provided and the rates 
of charges therefor. 


The Ministry subsequently commented as follows: 


“The Ministry shares your concern that services purchased should be the 
subject of formal agreements and further that these be supported by 
measures to determine and evaluate using ‘value for money’ concepts.” 


67. Unreconciled Fee Revenue, Ministry of Consumer and Commercial Rela- 
tions. The processing of applications for registration under The Consumer Pro- 
tection Act, The Paperback and Periodical Distributors Act, The Real Estate 
and Business Brokers Act and The Motor Vehicle Dealers Act was converted 
from a manual operation to a computerized system at various dates in the period 
from December 1975 to March 1976. Applications for registration under The 
Travel Industry Act, 1974, however, were processed through the computerized 
system from the date that the Act came into force. 


Revenue received from registrations under these Acts, which totalled in 
excess of $980,000 in 1975-76, was manually reconciled with the numbers of 
related certificates issued up to the end of the month preceding the implementa- 
tion of the new procedures. The design of the computerized system made provision 
for a reconciliation program to balance the revenue received with the number 
of certificates issued subsequent to the conversion dates. This program was found 
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to be inoperative, however, and was later Set aside. As a consequence, the 
revenue received under these Acts has not been reconciled since the manual 
Operation was discontinued. Ministry officials stated that a revised reconciliation 
program would be written but indicated that no attempt would be made to recon- 
cile the revenue that was received under these Acts prior to the implementation 
of the new reconciliation program. 


Applications for registration under the above-noted Acts are received in 
the Financial Management Branch, balanced with the accompanying remittances, 
assembled into batches according to Act, and forwarded to the Business Practices 
Division for review and approval. After approval in this latter Division, the 
application forms are brought together in new batch groupings and forwarded for 
keypunching and the subsequent issue of certificates. Certificates currently in use 
are standard pre-numbered forms, applicable to all Acts, which indicate, among 
other things, the name of the registrant, the name of the Act under which it was 
issued, the Business Practices Division batch number, the effective date of the 


_ certificate and the relevant fees paid. Copies of these certificates are filed in 


certificate number order as they are issued. 


Since the certificate copies on file are not referenced to the licence number of 


_ the registrant or to the original receipt of registration fees and, in the absence of 


any reconciliation records or procedures subsequent to the dates of conversion, it 


_ Was not possible during the audit to ensure that the proper fees had been received 


for each certificate issued or to form any positive conclusion as to the accuracy of 
_ the reported revenue. 


The Ministry responded to our comments on February 14, 1977: 


“The new reconciliation program referred to in the Provincial Auditor's 
findings and recommendations is now fully operational. All monies re- 
ceived and certificates produced for all Acts that are within the computer 
system have been recorded into the new reconciliation program — The 
Travel Industry Act since July 1975, Motor Vehicles and Consumer 
Protection since January 1976 and Real Estate since May 1976. All acts 
were reconciled manually up to their respective conversion dates to the 
new system. 


“Most of the monies received and certificates issued for these Acts have 
been reconciled by the new reconciliation system. Some are still pend- 
ing, but certificates are still being issued, and will be issued for quite 
sometime to come, using money that is already in the system, the recon- 
ciliation process, thus, is ongoing. 


“The qualification made by us to the reconciliation process is: if monies 
| received or certificates issued related to monies received prior to Novem- 
ber 1, 1976 are not reconciled automatically by the new reconciliation 
system, no attempt will be made to reconcile them manually. It is not 
| known as of now what the actual amounts involved are, since certificates 
| _ are continuously being issued that relate to monies received prior to 
November 1, 1976. From November 1, 1976 on, everything will be 
reconciled completely. 
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“The new system will provide a method of recording the actual certifi- 
cate number on print out, that related to fees received. There are a 
number of certificates being issued manually due to the original design 
of the existing system. One of our present priorities is to eliminate or at 
least keep to a minimum manually produced certificates. In order to 
capture the certificate numbers of manually produced certificates requires 
an additional key punch process. To date, this has not been carried out, 
but is planned for the immediate future on a continuing basis.” 


68. Lack of Formal Authority for Arrangements under Temporary Absence 
Program, Ministry of Correctional Services. Certain inmates of correctional 
institutions, on being granted temporary absence for purposes of their rehabilita- 
tion, are provided with living accommodation by private organizations referred 
to by the Ministry as Community Resource Centres, Community Resource Facility, 
Group Homes and Foster Homes. These organizations are remunerated in various 
ways and at varying rates for the services they provide. The more important, 
aspects of the relationship between the Ministry and these organizations should 
be set out formally. For example: 


(a) adefinition of each type of organization; 
(b) method of designation of each; 
(c) standard methods of remunerating the organizations, 


(d) responsibilities of each organization in the conduct of its operations. 


Some of the above with respect to Foster Homes have already been covered by 
The Training Schools Act. We therefore recommended that consideration be given 
to including at least the remaining aspects in a regulation under The Ministry 
of Correctional Services Act or other appropriate Act. 


The following comments were received from the Ministry on May 2, 1977: 


“In connection with the above community based programs, the Auditor 
recommended that the more important aspects of the relationship be- 
tween the Ministry and these organizations be set out formally. The 
Training Schools Act appears to provide adequately for the operation of 
Group Homes and Foster Homes; in any event, these services may be 
the subject of further study in light of forthcoming relocation of our 
Juvenile Division to the Ministry of Community and Social Services. 


“The community based adult programs admittedly are not as well de- 
fined. The Ministry currently operates the Community Resource Centres 
and Community Resource facility under the umbrella of the Temporary 


Absence Program. This program is covered under Section 18 of The 
Ministry of Correctional Services Act, and Section 11 of Regulation 166 
made under The Ministry of Correctional Services Act. Provision is made 
for an inmate’s temporary absence from a correctional institution for 
medical or humanitarian reasons, or to assist him in his rehabilitation. 
Authorization for such absence is on such terms and conditions as may 
be specified. 
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“It is agreed that the methods of remunerating the community-based 
facilities, and the documenting of the responsibilities of each organiza- 


tion in the conduct of its operations should be formally set out, and 
action will be initiated in this area.” 


69. Observations re Inventories of Saleable Merchandise at Historical Sites, 

Ministry of Culture and Recreation. The Heritage Conservation Division of the 

Ministry administers the historical sites known as Old Fort William located in 

Thunder Bay and the Huronia Historical Parks which consist of Sainte Marie 

among the Hurons in Midland and the Historical Naval and Military Establish- 
-Ments in Penetanguishene. It is understood that the Operations and inventories at 
these sites have not been subject to detailed verification procedures by officials from 
the main office since the administration of the sites was transferred to the Ministry 
from the Ministry of Natural Resources. 


During our review we noted that the stock of saleable merchandise on hand 
at the Old Fort William site, amounting to approximately $33,000 at December 
| 31, 1976, represented 139 per cent of the total sales for the 1976 season. Similarly, 
we observed that the inventory of souvenirs at the Sainte Marie among the 
Hurons site, totalling approximately $82,500 at November 8, 1976, amounted to 
324 per cent of the sales at that location during the same season. We suggested 
that the Ministry review the necessity for maintaining such large stocks of mer- 
chandise at these locations. This review should also seek to determine those articles 


that are over stocked or for which there is little or no demand. 


Formal perpetual inventory records have not been established for the stocks 
of saleable merchandise at the Sainte Marie among the Hurons historical site. 
The inventory record presently in use at this location consists of a loose leaf 
binder which reflects, for each stock item, the number of articles purchased, the 
number sold and the number that were issued without charge. We felt that this 
record, as it is presently maintained, does not accurately reflect the inventory 
transactions that take place. A physical count of the stock on hand at November 8, 
1976 was taken by the staff and compared with the quantitative inventory records 
at that date. This comparison indicated an apparent shortage of 2,317 individual 
items of inventory stock with a retail value of $5,357 and an apparent overage of 
14,117 other items, including over 12,000 post cards, with a total sales value 
of $3,476. 


| We recommended that perpetual inventory records at cost be established 
‘or the bulk saleable stock at the Sainte Marie among the Hurons site and that 
1 control account, based on selling prices, be instituted for merchandise trans- 
erred to the immediate sales area. We also suggested that the internal audit 
ection of the Ministry review the operations and financial records at each of the 
ustorical sites at periodic intervals during and at the end of each tourist season. 


On September 7, 1977, the Ministry wrote to us as follows: 


“The comments concerning large inventories on hand are valid and are 
caused by the ordering of special merchandise, specific to the Fort, 
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which requires a minimum quantity to be purchased. The Management 
are aware of this situation and will keep it under control.” 


and 


“Commencing July 1, 1977 the ‘bulk’ and ‘retail’ inventories of mer- 
chandise for sale will be accounted for in the same manner as for Old 
Fort William, i.e. perpetual inventory records for bulk stock, and retail 
inventory method for sales area. 


“New purchases will be tested first as to sales potential, prior to large 
purchases being made, it is expected that ‘overstocking’ will be reduced.” 


70. Review of Proceeds Received, Ontario Olympic Lottery Sports Kund, Ministry 
of Culture and Recreation. The Olympic Lottery Sports Fund was established 
by Order in Council dated November 28, 1973 for the purpose of receiving 
deposits of the Ontario portion of the proceeds from the sale of lottery tickets 
by the Olympic Lottery of Canada Corporation. The agreement between the 
Corporation and Her Majesty in Right of Ontario provided for 5 per cent of the 
face value of all tickets sold in Ontario to be paid into a trust account to be 
used for the development of amateur sport in Ontario. This trust account, or Fund, 
is administered by the Minister of Culture and Recreation. 


During 1976-77 the Fund received $2,911,195, representing the Province’s 
share of the proceeds from the sale of tickets for the eighth and ninth (final) 
lottery draw. During the same period $3,090,517 was paid out of the Fund for 
the development of amateur sport in Ontario. As at March 31, 1977 the Fund 
had accumulated receipts and disbursements of approximately $10.7 million 
and $6.8 million respectively, leaving a balance in the Fund of over $3.8 million. 


In accordance with the provisions of agreement between the Province of 
Ontario and the Olympic Lottery of Canada Corporation, a review was made 
during the 1975-76 fiscal year of the financial statements and records maintained 
by the Corporation in respect of the Olympic Lottery tickets offered for sale in the 
first six Olympic Lottery draws. (See section 97 of my 1975-76 Report). A similar 
review was conducted during the 1976-77 fiscal year in respect of the seventh, 
eighth and ninth (final) Olympic Lottery draws. These draws took place in the 
period January 25, 1976 through August 29, 1976, with intervals of approximately 
three months between each draw. 


Actual lottery ticket sales for these final three draws totalled 20,845,989, of 
which 8,680,977, or 41.6 per cent, were sold in Ontario. Sale of lottery tickets in 
the Province of Quebec equalled 39.4 per cent of total sales, with the remaining 
19 per cent being accounted for by sales in other provinces and a few international 
sales by mail and to Canadian Armed Forces. Under the terms of agreement, the 
Province of Ontario was entitled to an amount equal to 5 per cent of the face 
value of tickets sold in Ontario. Payments to Ontario in respect of these sales 
totalled $4,340,489 for the seventh through ninth lottery draws. 


The Province of Ontario’s agreement with the Olympic Lottery of Canada 
Corporation expired with the completion of the ninth Lottery draw held on 
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August 29, 1976. Aggregate statistics for the ni 


ne lottery draws are presented 
for information purposes: 








=o op A Onarga: SA st a a kre 53,000,000 

Total tickets unsold and cancelled ooo... eecccccccccceecsscceec 2,256,304 

LITT OSS) een ee, | kee 50,743,696 
_ Distribution of total tickets sold: 
| SOATIOM ay. MRD GNA PR eee ys eee 21,403,158 42.18% 
. J oye Ukad te SER aa a ane a 21,095,502 41.57% 
Other provinces, international and Canadian 
| Meer Ores. et, eos. ee es SG he Ys 8,245,036 16.25% 
| 50,743,696 100.00% 
Value of total tickets sold (50,743,696 x BLO tee) ae $507,436,960 

Ontario’s share per agreement (21 4O R158: xeiS0G) bi cces,. Stecce $ 10,701,579 
| 


71. Deviations from Accepted Practice re Contractual Agreements, Ministry of 
_ Education. A private firm was engaged by the Ministry to perform an analysis 
of public opinion in connection with the strike of certain school teachers in 
Metropolitan Toronto. It was understood that work on this project commenced in 
late 1975. The firm submitted invoices dated January 14 and May 10, 1976 
totalling $30,000 for its services and these were subsequently paid by the Ministry. 
However, a contract between the firm and the Ministry was not agreed to by both 
Parties until March 25, 1976. We also noted that tenders were not requested from 


any firm other than the one selected and that specific Management Board approval 
for the project was not obtained. 


| A Foundation was retained under an agreement to evaluate improved insula- 
tion in public school buildings in the City of Cambridge for a sum not to 
exceed $90,500. The amount paid on this contract to September 30, 1976 totalled 


$121,626. We could find no approval for payment in excess of the contracted 
‘amount. 
} 


A contract for research services involving revision of Elementary and Second- 
ary Enrolment and Teacher Supply and Demand Projections was signed in 
August 1976 for $83,285. We were advised that other companies had not been 
invited to submit tenders or submissions on the work to be performed as this was 
an existing project and renewed every year. However, prior approval by Manage- 
ment Board for exemption from tendering had not been obtained. 


| On February 9, 1977 the Ministry replied to our comments as follows: 


“At the time of engagement of the private firm to perform an analysis of 
| public opinion, we had a legal opinion that the type of services were not 
such as to require application to Management Board or to fall within the 
| ambit of the Manual of Administration rules on engagement of con- 
sultants. 


“In view of your comments, we are taking steps to adhere to the rules 
| in any future engagements of this type. 


“With regard to the payments to the Foundation, the authority for the 
entire Energy Management Program was contained in a Record of 
Approval dated May 26, 1976. Using this authority, the Project Leader 
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issued a letter to the Foundation authorizing the continuance of the 
Project on specified terms which were complied with and at no time 
exceeded the approved limit of $225,000. 


“In effecting the contract for research services, the Branch relied on 
the Manual of Administration at Page 50-9-2 which reads:— 


‘Multi-year studies are those which are intended to extend over a number 
of years or a number of phases. In general, given a satisfactory annual 
or phase-to-phase review, it would be expected that the same research- 
er(s) would continue the work without retendering and/or further Man- 
agement Board approval. 


‘Such studies are anticipated under the policy and are permissible pro- 
vided that early termination is appropriately provided for in the contract 
in the event of poor performance or lack of relevance of results.’ 


“The original contract was entered into before the introduction of the 
stricter rules on tendering, and was taken over by this Ministry from 
the Ontario Institute for Studies in Education at the time of the forma- 
tion of the Research and Planning Branch in 1972.” 


72. Prepayment into the Teachers’ Superannuation Fund, Ministry of Education. 


Based upon the actuarial report dated November 13, 1974, an annual payment 
of approximately $41,610,600 is to be made into the Teachers’ Superannuation 


Fund for unfunded liability purposes each year through 1989. The annual pay- 
ment requirement consists of an interest factor of $19,696,900 and an amortiza- 
tion factor of $21,913,700. The 1976-77 Expenditure Estimates (Vote 2903-4) 
made provision for the funds required and the amounts of $19,696,900 and 
$21,913,700 were paid into the Fund in January 1977. 


However, in March 1977 a further amount of $36,913,700 was paid into the 
Fund under the authority of a Management Board Order dated March 15, 1977. 
This payment was described as the advance processing of 1977-78 payments due 
to the Fund, $21,913,700 in respect of the 1977-78 amortization requirement and 
$15,000,000 towards the 1977-78 interest requirement of $19,696,900. We also 
noted that the 1977-78 Expenditure Estimates (Vote 3003-4) made provision for 
unfunded liability payments of only $4,697,000. This amount represents the 
approximate difference between $19,696,900, the actuarially required interest 
payment for 1977-78, and $15,000,000, the advance interest payment made in 
1976-77. 


Simply stated, by utilizing the Management Board Order process, the Ministry 
of Education effectively transferred $36,913,700 of expenditure from the 1977-78 
fiscal year to the 1976-77 fiscal year. We questioned the purpose and propriety 
of this action. | 


On July 13, 1977 the Deputy Minister of Education replied as follows: 


“Deficiency payments into the Fund are made pursuant to Section 8 


73. Regulations Recommended under The Education Act, 1974, 
_ Education. 
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of the Teachers’ Superannuation Act. based upon the actuarial report 
provided for in Section 5(3) of that Act. The amortization of the residual 


unfunded liability and payment of interest on the initial unfunded 
liability are required to be made on 31st December and the amounts due 
for 1976-77 totalled $41,610,600 were paid in January 1977. 


“Of the amounts normally due in December 1977, a payment of 
$36,913,700 was made in March 1977 as set out in your letter. This 
payment was made pursuant to a minute of the Policy and Priorities 
Board of Cabinet dated March 8, 1977, a minute of Cabinet dated 
March 9th and a minute of Management Board dated March 15th... .” 


For further reference to the Teachers’ Superannuation Fund see section 99. 


number of powers including: 


4 
! 


Ministry of 
The Education Act, 1974 provides the Minister of Education with a 


(a) the determination of the conditions for the granting of scholarships and 


awards to pupils; 


(b) the payment out of funds appropriated by the Legislature for: 


(i) the assistance or advancement of programs, activities or projects 
for students involving cultural and educational exchange with 
other provinces and countries, provincial or interprovincial travel, 
school twinning and related assistance, leadership training, a sum- 


mer employment, and 


(ii) the educational advancement by means of programs, activities or 
projects provided for visiting educational officials, designed to 
further the professional development of teachers and supervisory 
officers including exchange of such personnel, or considered by 
the Minister to be valuable in advancing a particular area of study. 


We found during our review that the method of calculation and the basis of 
qualification were not specified in any regulation made under The Education 
Act, 1974 for the following transfer payments: 


| 
| 
| 


] 


Ontario Scholarships, 

Secondary School Bursaries, 

Educational Advancement of Native Students, 
Programs of Educational Exchange, 

Ontario Young Travellers. 


It is Our opinion that such matters as eligibility and manner of payment for the 
above transfer payments should be specified in detail in regulations under The 
3ducation Act, 1974 so that they would become public information. 


In response to this expression of opinion, the Ministry advised that: 


“We have carefully considered your reservations regarding the eligibility 
and manner of payment of the following transfer payments: 
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Ontario Scholarships, 

Secondary School Bursaries, 

Educational Advancement of Native Students, 
Programs of Educational Exchange, 

Ontario Young Travellers. 


“The powers of the Minister are contained in clauses q and u of sub- 
section I of section 8 of The Education Act, 1974. Pursuant to subsec- 
tion 2 of section 8, the activities of the Minister in exercising those 
powers are specifically made not to be regulations within the meaning of 
The Regulations Act. The purpose of this subsection is clearly to provide 
that no regulations are required. To some extent the conditions of 
eligibility and the manner of payment are set out in brochures pub- 
lished by the Minister, and recipients are otherwise advised of such 
matters directly.” 


74. Unusual Claim for Relocation Expense, Ministry of Education. The job loca- 
tion of a member of the Ministry’s staff was transferred from Hamilton to Toronto 
on September 1, 1968. Approval was given on October 6, 1968 to pay 100 
per cent of the personal moving expenses of this employee. However, the employee 
did not move to Toronto until May 28, 1976. Approval was again given on 
February 24, 1976 to pay the personal moving expenses of this employee with 
the statement that the prior approval had not been acted upon. Claims totalling 
$9,168 for the move were paid by the Ministry on July 27 and August 4, 1976. 


A policy has now been established by the Ministry to require each Record of 
Approval for the payment of an employee’s moving expenses to be acted upon 
within twelve months of the date of transfer. 


75. Board Members’ Fees and Expenses, Ministry of the Environment. In re- 
viewing the Orders in Council appointing the members of the various boards and 
committees of the Ministry it was noted that the members are paid in various 
ways. Payments may be at a daily rate or at a daily rate plus an hourly rate for 
the member’s time. The member’s time is for attending board or committee meet- 
ings but may also include time otherwise engaged in the work of the board or 
committee. In the case of one board, the member’s time includes travel time. We 
noted that the Policies on Remuneration and Expenses for Part-time Members 
of Agencies, Boards and Commissions issued by Management Board of Cabinet 
on February 25, 1976 exclude travel time from per diem fees. 


During our review of travelling expenses it was noted that meal costs of 
certain members of the Environmental Assessment Board exceeded the daily 
rates as prescribed in the Ministry guidelines and reached as high as $25 per 
day. Although these meal costs were approved by the Chairman of the Environ- 
mental Assessment Board, their regularity appeared to contradict the purpose of 
the Ministry’s guidelines. 


On August 22, 1977 the Ministry replied as follows: 


“The Orders-in-Council from Management Board of Cabinet are the 
accepted authority on which payments are made for per diem fees. In 
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| the case of the Environmental Assessment Board, travel time was al- 
lowed as approved on Order-in-Council #1593/76 dated June 1976. 
It should be noted that under the new Order-in-Council #394/77 dated 
February 1977 for this board, travel time is not authorized for payment.” 


and 


“The Board members have all been asked to exercise restraint in their 
travelling expenses. Judging from the members’ comments regarding 
meal costs, we get the clear impression that most of them feel the guide- 
lines do not reflect the current actual meal costs in an eating establish- 
ment appropriate for the position to which they have been appointed. 
“Board members have been made aware of your comments and asked 
to observe the Ministry guidelines wherever possible. Ministry of the 
Environment meal cost guidelines are lower than those for other min- 
istries and our established procedures permit senior staff to approve 
higher costs if receipts are attached.” 


76. Discrepancies in Volume 3 of 1975-76 Public Accounts, Ministry of the En- 
vironment. The Ministry produces annually a detailed listing of expenditures 
_to be used in preparing Volume 3 of the Public Accounts. A comparison of this 


listing with the details in Volume 3 of the Public Accounts, 1975-76 revealed the 
following: 


1. In the Public Accounts the same total amount is shown for Transporta- 
tion and Communication as for Travel Expenses. The amount for Travel 
Expenses is therefore in error since’ it includes such items as telephone 
and telegraph and these are shown under Other Payments. 


2. Items described as Payments to the Treasurer of Ontario and Other 
Benefits in the Employee Benefits Section of the Public Accounts could 
not be agreed to the detailed listing. 


3. Payments to certain suppliers shown under Other Payments did not agree 
with the detailed listing. 


The Ministry has since written to us to advise: 


“I. There was some confusion over terminology that has now been 
clarified and it is now clear to us that travel expenses are only part 
of transportation and communications. 


“2... . we did experience some difficulties with our computerized 
financial information system in 1975. Major differences were cor- 
rected but staff and time constraints made it impossible to correct 
all of the smaller amounts. 


“3. Corrections to the detailed listings were made to reflect actual 
amounts paid. One of the reasons for these changes is that some 
suppliers operate under more than one name and the amounts paid 
under the different names are consolidated for the Public Ac- 
counts.” 
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77. Improved Procedures Recommended re Provincial Sewage Works Project, 
Ministry of the Environment. We commented in our 1975-76 Report (section 
103) that the Ministry had appointed a company to act as its agent in the nego- 
tiation and acquisition of a large number of properties and easements for the 
construction of the York/Durham Provincial Sewage Works Projects. As at De- 
cember 31, 1976 there was no written agreement made between the company and 
the Crown regarding a trust account funded by the Ministry and utilized by the 
company for purchasing operations. 


An advance payment of $300,000 was made on November 15, 1976 repre- 
senting funds required for expenditures to March 31, 1977, although the response 
to the prior audit memorandum mentioned that cheques would be requisitioned 
for property purchases only on an as needed basis. A balance of $292,791 re- 
mained in the trust account at November 30, 1976. 


The Ministry’s reply to the previous audit memorandum stated, “The record- 
ing of payments in the Public Accounts under the name of our agent rather than 
under the ultimate recipient has been simply a matter of past practice. However, 
with effect from 1975-76 payments will be recorded in the Public Accounts in the 
manner you suggest”. We noted that this change had not taken place, as the 
Public Accounts 1975-76 Volume 3 shows payments totalling $1,662,699 in the 
name of this agent. 


On September 30, 1977 the Ministry responded as follows: 


“Although our response to the prior year audit indicated that cheques 
would be issued on an as needed basis, it was anticipated that the 
Ministry of Government Services would take over the operations with 
the agent under a formal agreement which states that individual cheques 
would be issued for each property, for which M.G.S. has established a 
special warrant account. This agreement was postponed several times 
during fiscal year 1976/77 and it will probably be the fall of 1977 
before it is executed. 


“To handle transactions on an as needed basis without undue pressures 
on construction deadlines requires an accountable warrant system which 
we felt was not required due to the pending agreement. As the execution 
date was extended from time to time, it was felt that periodic payments 
of funds into a trust account would avoid large sums of money remain- 
ing at the year-end, as well as leaving large amounts unspent in the trust 
account, while avoiding delays in the construction program. The pay- 
ments into the trust account were based on lists of property closings for 
which funds would be required in the short term. The amount in the trust 
account was $2,120.00, representing unallocated funds at March 31, 
1977. 


“The payments in the 1975-76 Public Accounts were obtained from a 
computerized vendor listing which inadvertently recorded the agent as 
recipient for Public Accounts purposes. However, similar payments are 
reported correctly for 1976-77.” 
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78. Non-Recovery of Cost of Electrical Power Supplied to Federally-owned 
Airport, Ministry of Government Services. The Ministry has provided electrical 
power to a Federally-owned airport in Northern Ontario since July 1, 1975. No 
agreement was executed, however, to establish the rates to be levied for this 
Service or to indicate the organization or organizations responsible for payment 
of the charges incurred. Two invoices, in a total amount of $20,771, were 
subsequently issued to the Department of Transport (Canada) in April 1976 
with respect to the value of electrical power provided since July 1, 1975. These 
invoices were later cancelled when the Department of Transport (Canada) ad- 
vised that the airport was operated and managed by a commercial organization 
under a lease arrangement and Suggested that the charges should more properly 
be directed to this company and to other users on the site. 


We understood that electrical power was still being provided to the airport 
although responsibility for the charges has not been established. Power agreements 
Should be drawn up and executed with the users concerned without delay to 
permit charges to be invoiced and recovered. 


On April 20, 1977 the Ministry commented as follows: 


“The Ministry of Government Services is not normally called upon to 
provide electrical power to outside-Government customers. Unfortun- 
ately, this airport electric supply situation has been complicated as well 
as unique, and we have had to seek Cabinet direction on two occasions. 
The most recent direction has clarified the situation and has enabled 
us to submit billings up to February 28, 1977. We should also now be 
able to negotiate agreements for the future supply of electric power.” 


79. Overdrawn Balances in Publications Deposit Trust Account, Ministry of 
Government Services. A trial balance of the Publications Deposit Trust Account 
Subsidiary records was taken as at July 31, 1976 and reconciled to a projected 
control account balance of $53,140 at that date. We noted that of the approxi- 
“mately 2,430 individual deposit accounts contained in the subsidiary records at 
July 31, 1976, 242 balances with a combined total of $19,848 were in an over- 
drawn position. A subsequent review of these balances indicated that only 56 
accounts totalling $7,197 had been settled at November 26, 1976. 


! A number of the overdrawn accounts have been outstanding for an extended 
period of time. As an illustration, one such account which was opened in 
September 1974 with a $10 deposit has now reached an overdrawn position of 
$152. Ten shipments of publications have been made on this account to November 
26, 1976 but no further payments have been received from the depositor. 


| A revised procedure was introduced on July 1, 1976 whereby orders placed 
by Publications Deposit Trust Account customers would be processed as re- 
ceived without any check being made on the current account balances on deposit 
With the Ministry. At the same time arrangements were made to forward a 
“Statement of account” to each customer at the end of every month to indicate 
the deposit account transactions for the period and the balance of funds on 
deposit at the month end. 
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We suggested that it should be the customers’ responsibility to ensure that 
sufficient funds are maintained on deposit and that the mailing of monthly state- 
ments will add to the cost of providing the publication service. We also suggested 
that, when a customer’s account is not replenished as required, the processing 
of further orders should be withheld until sufficient funds have been received 
to settle the outstanding orders. 


The subsidiary records at July 31, 1976 also included 612 accounts with 
credit balances totalling $9,934 which have remained inactive for periods of 
from one to four years. In these cases the Ministry should ascertain if the deposit 
accounts are still required. 


The Ministry replied to our comments on April 20, 1977: 


“The volume of publications transactions has increased considerably 
and the financial systems to control the increased volume, required ex- 
tensive modification. 


“The new Ministry accounts receivable system will produce monthly 
statements for each customer, a copy of which will be provided to the 
Publications Centre. This system will enable Finance Branch and the 
Publications Centre to exercise a continuing review and better control 
of customers’ accounts. 


“We are also considering simplification of the processing of small trans- 
actions as a cost-saving measure. 


“With respect to inactive accounts, we have initiated a procedure where- 
by inactive accounts will be circularized annually.” 


80. Prepayment into the Public Service Superannuation Fund, Ministry of Gov- 
ernment Services. In section 72 of this Report we noted that, through utilization 
of the Management Board Order process, substantial expenditure in respect of 
the unfunded liability of the Teachers’ Superannuation Fund had been effectively 
transferred from the 1977-78 fiscal year to the 1976-77 fiscal year. A similar 
situation was evident with regard to the unfunded liability of the Public Service 
Superannuation Fund. 


In the case of the Public Service Superannuation Fund an amount of 
$21,598,000, representing the actuarially determined interest and amortization 
requirement for 1977-78 was paid into the Fund in 1976-77. This payment was 
made by the Ministry of Government Services utilizing funds authorized by Man- 
agement Board Order dated March 22, 1977. Again, substantial expenditure was 
effectively transferred from one fiscal year to another and we questioned the 
purpose of this action. 


On August 5, 1977 the Deputy Minister of Government Services wrote to 
us as follows: 


“While the ‘Conclusions’ in respect of deficiency payments which are 
contained in Part VII of the Actuarial Report are summarized under the 
heading ‘Summary of Recommendations’ in Part I of that report, they 
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describe minimum payments required under The Pension Benefits Act. 
Since the objective of that legislation is to avoid or reduce a deficiency 
in the Fund, the actuaries ‘recommendations’ were intended to inform 
the Board (and the Government) of the minimum obligation. They 
merely assumed that the Government, as the employer, would wish to 
limit its payments to that level. A faster reduction of the deficiency is 
desirable from an actuarial point of view. 


“Secondly, while the Actuarial Report is properly addressed to the Chair- 
man of the Public Service Superannuation Board, the financial and 
budgetary policy of the employer is the responsibility of the Treasurer 
and the Management Board of Cabinet. I believe it is my Ministry’s 
responsibility to ensure that the Government is aware of its minimum 
obligations under The Pension Benefits Act in respect of the Public 
Service Superannuation Fund, but we cannot advise the Treasurer 
on the management of Provincial funds and long term indebtedness.” 


81. Questionable Purchase of Hospital Property, Ministry of Government 
Services. Miscellaneous revenue for the fiscal year ended March 31, 1976 in- 
cluded an amount of $101,155 that was received with respect to interest earned 
on the price of a hospital property in Northern Ontario. This property was 
purchased by the then Department of Public Works on behalf of the Ministry 
of Health. The purchase agreement for the property was signed on November 28, 
1967 and provided that, after three years from the date of acceptance, the full 
price of $960,000, or any part thereof, would be paid when required by the 
vendor. It further provided that the vendor would pay interest at 6 per cent 
on all moneys received until vacant possession was given to the property. 


Although the Ministry of Health had intimated in 1972 that the property 
might no longer be required for the intended purpose, title to the property was 


_ conveyed to the Crown on February 26, 1974. At that time the purchase price 
_ was paid in full. Vacant possession was obtained on November 30, 1975; and 
| the interest on funds advanced was calculated from the date of conveyance to the 
_ date of vacant possession. 


We ascertained that this hospital property has remained vacant since 


_ November 30, 1975 apparently because the building represents a special purpose 


facility for which there is a very limited market. Ministry correspondence further 
indicated that the annual maintenance cost for this hospital property amounted to 


_ approximately $69,000. 


The following comments were received from the Ministry on April 20, 1977: 


“The program requirements of the Ministry of Health changed between 
the time this Ministry entered into the purchase agreement to acquire 
the hospital and the date of vacant possession. However, the Govern- 
ment was Still obligated to complete the transaction. 


“Studies have been carried out to consider alternative Government uses, 
and a recommendation has now been made to dispose of the property. 
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82. Apparent Shortage in Laundry and Linen Inventory, Queen Street Mental 
Health Centre, Ministry of Health. The Regional Laundry and Linen Service 
at the Queen Street Mental Health Centre provides laundering services for the 
Centre, for a number of other provincially administered facilities and for one 
public hospital. The linen supplies such as towels, bedding, etc. used in this opera- 
tion are the property of the Queen Street Mental Health Centre. 


An informal type of hand written perpetual inventory record is maintained 
in the laundry facility which indicates the total quantities of the various type of 
linen supplies which have been put into circulation throughout the entire laundry 
operation. This record reflects the accumulated stocks of supplies requisitioned 
from the main stores area and the quantities of linens which have been discarded 
or destroyed. 


A complete physical inventory of linen in the laundry facility and in the 
hands of the user organizations was taken by the respective staff members on 
March 24, 1977. This inventory indicated that an apparent substantial shortage 
of linen supplies had occurred since the previous physical inventory count at 
March 31, 1974. The following summary, as prepared by the Manager of the 
Regional Laundry and Linen Service, provides details of the physical quantities 
of linen on hand as at March 24, 1977, and the laundry facility inventory records 
at that date as well as an analysis of the apparent stock shortages. 


Physical Inventory Apparent 

Inventory Records Stock 
March 24, 1977. March 24, 1977 Shortage 

IRC RCS oc conspire aga esearch Ue erie 14,037 20,484 6,447 
Dera weSlreets: 2c oucccccrven reaver eee 5,000 7,009 2,009 
Bed Spreads: (hi scccciv.xcp-20 ites ennai cova era ae ee 5,034 10,310 5276 
Pillow), CASES cco fee eee ee ieee eae 8,193 18,687 10,494 
Hand *Foawels) ,25 0h. mance sane ee ae 5,464 21,76) 16,297 
Bath “Vowels .;.. tcb.ccnt lcs ee eee ee 10,076 31,442 21,366 
Ritchen: Powe ls rejee 3. cee ss eee ee 4.192 18,371 14,259 
| SS Ver okd fo d ne ined ae eee RN ere eet eel ge PSI ay pen | 32,048 28,538 
Dish. Cloths: o6.:..0 2 eae ee 209 9,106 8,897 
Blankets evo eeik. lo aes ee Ie eee 3,247 3,261 14 
Plannel Sheets: faa oe et hee ee 294 517 223 
ATINUIYY Bats cers notion ae eae 2,890 4,594 1,704 
Tet yc andes LO Wels ois a cls aie er a 1,902 5,698 3,796 


The loss of linen, as shown above, was calculated by the Manager to total 
in excess of $118,800 on the basis of prices in effect during the 1974 year. We 
recommended that a review be made of the laundry operation to determine the 
factors contributing to this apparent shortage, and to ascertain if a stock loss 
of this magnitude is within the acceptable limits for similar laundry service opera- 
tions in the commercial sector. 


The following suggestions were made with respect to the Regional Laundry 
and Linen Service: 


1. A more formal and permanent type of perpetual inventory record be 
established for stocks of linen in circulation within the laundry opera- 
tion. 
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and 


2. Physical counts of linen Supplies in use be taken more frequently and 


balanced with the inventory records. 


All items of linen stock bear “Province of Ontario” or “Queen Street 
Mental Health Centre” identification markings legibly imprinted on the 
material. 


Consideration be given to establishing a basic linen Supply requirement 
for each user organization and thenceforth issuing one article of clean 
linen for each similar soiled article returned for laundering, or to the 
design of alternative procedures that would provide a satisfactory control 


over the quantities of linen in use. 
The Ministry responded to our Suggestions as follows: 


“A more formal and permanent type of perpetual inventory record will 
be established. 


“Physical counts of linen supplies in all facilities will be taken once per 
year and balanced with the inventory record. Because of the magnitude 
of taking a physical count in all facilities serviced, it is not possible with 
the present staff to do it any more often. 


“All items are, in fact, marked with an identifying stamp with either the 
Province of Ontario or Queen Street Mental Health Centre. Some 
material, such as terry towel, does not maintain any type of marking 
well. In the past “Province of Ontario” has been embroidered right 
into the bath towels. However, this was extremely costly, and we now 
purchase from Standing Agreements which make no provision for this. 
We are presently experimenting to try and find a more permanent type 
of identification. 


“The recommendation to count every piece of soiled linen returning to 
the Central Laundry at Queen Street Mental Health Centre is not 
feasible. The manpower required would be prohibitive. For various 
reasons Central Laundry and Linen may be justified in sending more 
clean linen items to a facility than were returned to them on any par- 
ticular day. However, we will review operations as suggested to see if 
alternative procedures could be designed to provide a more satisfactory 
control over the quantities of linen in use.” 


“As suggested by the Auditors, a check was made with other laundries to 
ascertain if our losses are out of line. Our cost per lb. for linen replace- 
ment is $.024 per lb. average over the past three years. Contact was 
made with other central laundry operations within general hospitals and 
psychiatric facilities. At this time they are experiencing a cost of $.03 to 
$.035 per lb. replacement. In order to control any losses that might have 
been occurring from our clean linen section from our Regional Laundry, 
we have recently installed locked security fencing. In addition, replace- 
ment changes are included in the cost per pound charged to the user 
institution.” 
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83. Control Evaluation of Computer Systems, Ontario Health Insurance Plan, 
Ministry of Health. During the fiscal year we reviewed various control elements 
of the Ontario Health Insurance Plan (OHIP) enrolment and claims payment 
systems. Our observations and comments included the following: 


Enrolment System 


This system was originally designed in 1959 for the electronic data pro- 
cessing equipment then available. It has since been converted to more sophisticated 
equipment without major modification. Certain shortcomings in the present system 
were noted: 


1) The enrolment or eligibility file identifies only the applicant for OHIP 
benefits: there is no identification of the spouse or other dependants under 
a “family” contract. Such identification would be most desirable from a 
control standpoint. It would, in addition, permit the periodic issue of 
up-to-date, readily identifiable eligibility cards, a practice which should 
tend to decrease the number of claims submitted on behalf of ineligible 
persons and to increase the amount of premium revenue. 


2) No automated control exists over accounts receivable for group enrol- 
ment. Computer production of monthly lists of overdue reports and 
remittances would be a beneficial control feature. 


3) Some premium refunds are manually processed. Generation of refund 
cheques by the computer system should result in decreased staff require- 
ments and reduced possibility of duplicate payments. We have been 
advised that this feature will be included in a major systems revision 
scheduled for implementation in August 1977. 


Claim System 


Input forms for this system originate in each of the ten district offices across 
the Province. Claim cards are received, examined, batched and keyed in the 
district. The tapes thus produced are processed for payment on the main office 
computer installation. All rejections are returned to the district offices for cor- 
rection and resubmission. 


Our review indicated some weaknesses in the control over input documenta- 
tion. We noted, for example, that the use of the majority of assessment, or 
“by-pass”, codes is at the sole discretion of the input clerks in the district offices. 
To establish better control over this aspect of the operations we suggested that: 


1) assessment codes not be used on original submission; 


2) all assessment code usage be reviewed by a relatively senior authority 
in each district office; 


3) main office carefully scrutinize and monitor the assessment code usage 
reports now being produced each month by the computer. 


We also noted that security over unused claim forms could be improved. 
Pay-patient claim forms, in particular, are vulnerable to misuse. Unauthorized | 








possession of these forms containing identification of a physician/practitioner 
could result in the submission and payment of false claims. 
graph operation we observed that claim forms are left on 
lunch periods and other staff absences, and are readily 
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the mail rocm. Access to the mail room is not restricted. 


The General Manager of the Ontario Health Insurance Plan replied to our 


comments on December 29, 1976: 


and 


Enrolment System 


I) “When the hospital and medical enrolment systems were combined 


2) 


3) 


in April 1972 the question of registration of all residents was investi- 
gated by ourselves and by a government. inter-ministerial data 
committee. Our instructions were to continue the family billing 
system in use since 1959 under the hospital system, and is the basis 
of our premium system. As you may be aware, we do capture de- 
pendent data from the claims documents submitted, but the accuracy 
of the file depends on the consistency of reporting by the physician 
or practitioner providing the service. 


“In January 1974 the Management Consulting Services Division of 
the Ministry of Government Services prepared two reports. In these 
reports they recommend the implementation of a unique personal 
identifier, and in conjunction with this the issuance to all residents 
of an embossed plastic identity card. The Minister of Health supports 
the recommendations, indicating however that the job of registration 
should not be the responsibility of his Ministry. 


“I believe the recommendations will be reviewed by the Cabinet after 
review by the Policy Committee. 


“A major revision to the entire enrolment system is underway, with 
implementation planned for August 1, 1977. Following this, the 
Systems Management and Co-ordination Branch of the Ministry has 
scheduled a group accounts feasibility study, and this item will be 
considered at that time. 


“It is expected that it will be possible to have virtually all premium 
refunds produced by computer following implementation of the new 
Subscriber Administration System.” 


Claims System 


“The use of assessment codes by the clerks is an integral part of the 
present system. Rather than to ‘by-pass’ the system the codes are used to 
ensure that special circumstances are properly processed on an individual 
basis in the computer operation — e.g. processing of claims for twins. 
Approximately 200,000 to 400,000 claims per month require such 
manual assessment and are warranted on original submissions. 


During the addresso- 
the machine during 
available to anyone in 
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“We have however, during the last year significantly improved the re- 
view of the use of assessment codes. The study was made for each 
District Office of the usage of the special codes. Each office was sent a 
separate review of their own experience... 


“We took cognizance of your comments relating to security of unused 
claims forms. Security of unused forms including wastage has been 
emphasized.” 


84. Deliquent Settlements with Federal Hospitals, Ontario Health Insurance 
Plan, Ministry of Health. Federal hospitals are paid on the basis of monthly 
claims submitted by these facilities at a per diem rate authorized by the Ministry 
at the commencement of each operating year multiplied by the patient days during 
each month. After the close of each operating year settlements are made with 
hospitals at the actual per diem rate calculated by the Ministry from financial 
statements and statistical returns submitted by these hospitals. 


No settlements have evidently been made with these hospitals for a number 
of years. A review of the file on one of these hospitals indicated that according 
to the hospital’s calculation an amount of $4,428,593 was owing by the Ministry 
for the period January 1, 1972 to March 31, 1975. 


The Ministry wrote to us on September 29, 1977 to advise that: 


“It has been correctly stated that no settlements had been made with 
the Federal Hospitals for a number of years. Settlement with the hospital 
cited was effected in June, 1977, for the period concluded March, 
1977. The Regional Director, Health and Welfare Canada was previously 
advised that the financial returns from the other Federal Hospitals are 
unacceptable due to qualifications expressed by their auditors. 


“We are relying on the Federal Government to specify what we owe 
them in an acceptable manner, and it is their failure to do so that has led 
to the delay. 


“The Ministry will continue with efforts, to have this matter resolved 
during the 1977/78 fiscal period.” 


85. Excess Costs In Public Hospitals, Ontario Health Insurance Plan, Ministry of 
Health. A review was made of the work of the Audit Branch of the Ministry in 
connection with public hospitals. Our review of audit reports indicated that from 
the latter part of 1976 the audits had concentrated on the authenticity of the 
hospital operating costs and whether the salaries and wage costs for the 1974 
and 1975 years remained within the Ministry’s salary and wage guidelines for 
those years. In this connection twenty-five audits had been undertaken and 
reports issued thereon at the time of our review. An analysis of these reports 
prepared by the Audit Branch contained the following: 
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Expenditure recommended as non-shareable ........cc:ccscsssessssssssssssssstessseseeeecccce $ 80,769 
Expenditure charged as operating costs recommended to be capitalized ........... 83,537 
Excess costs of salaries and wages over Ministry Guidelines for 1974 and 1975 ce ha 84 


Excess salary and wage rate adjustments over Ministry Guidelines in 1974 which 
Se tera SON in OP nite momen es hes, tee 354,258 


Excess salary and wage rate adjustments over Ministry Guidelines in 1974 and 
(SE SANTTIG DAO 08 F020 BIE 8 Se ana el de Sn REE Rad Nani O91 92 


$2,658,980 
The Ministry subsequently responded as follows: 


“The first two items relating to Non-shareable Expenditures and Expen- 
diture charged to Operating Costs are currently under review. 


“In respect to salary overpayments, we have obtained a Legal opinion 
regarding the Ministry’s position. Each audit report will now be reviewed 
by the responsible financial advisor in consultation with the Audit Branch 
and their recommendation will be forwarded for consideration and deci- 
sion by the Ministry Audit Committee.” 


_ 86. Reports Made to the Standing Public Accounts Committee re Matters Per- 
| taining to the Ministry of Health. Pursuant to motions and requests made by 
the Standing Public Accounts Committee, we tabled reports on the following 
_ matters with the Committee: 


— Analysis of Payments to Physicians and Practitioners in Excess of 
$100,000 for Services Rendered During 1974-75, Ontario Health Insur- 
ance Plan: Tabled April 28, 1977. 


— Payments to Physicians: Tabled July 5, 1977. 


— Payments to Practitioners and Other Matters, Ontario Health Insurance 
Plan: Tabled July 5, 1977. 


Official copies of these reports are on file in the Office of the Clerk of the 
Legislature. 


The Legislature was dissolved on April 29, 1977. Following the election the 

new Legislature was convened on June 27 but was adjourned on July 12 for 
‘the summer recess. As a result, the Standing Public Accounts Committee has not 
as yet had an opportunity to review the above three reports. 
87. Regulations Recommended re Establishment of Programs, Ministry of Hous- 
| ing. In the past we observed that the Ministry made frequent use of Orders in 
Council or Ministerial Policy to establish programs. In reply to our observations, 
the Ministry indicated that the establishment of descriptive regulations would be 
given consideration by its legal branch. 


During our most recent audit, we noted that the following transfer payments 
had been made without the terms and conditions having been prescribed by regula- 
tion: 
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Year ended 10 months to 
March 31, 1976 January 31,1977 
$ $ 

Grants to municipalities to assist in the preparation of 

housing policy statements and housing needs 

PEQUIFEMENS ; foiuhnueasyetes ena nconaphtennacen ean ies cate naee ner enemas anaes 205,621 118,278 
Spécial Planning? Grants ce.c.tin aster ene eee eee 670,659 862,497 
Urban “renewal 0 cic, Si aero eres eee 1,634,306 717,106 
Neighbourhood. improvement: (s.casutesereer bec ceenans 928,992 2,631,519 
Housing incentive: grants: 252i navcert. csc ccismneneersensem eee ves 9,439,319 2,338,012 
SEO VY RPS il Tecercosemanadits waconecn de cevtowreseeec eieaeese deat rete 1,541,596 457,078 
Rent: frediiction ‘grants 2.5.6: ccs thee el ee bia? 423,700 
Rent: supplement ‘subsidies. «.i.....1.:.aitiision 2 eee ae 163,804 $09,252 
ACVISOLY -SUPDOIE « iveceitecoecarcesndentstasausiees niece carat ie crea 36,475 3,006 


14,791,914 8,060,448 


We recommended that wherever possible, programs be prescribed by regulation so 
that the details would be public information. 


The foregoing comments were included in our memorandum of July 13, 
1977 to the Ministry. As at the date of this Report, September 30, 1977, we have 
no record of reply. We are, therefore, unable to present the Ministry’s views in the 
matter. 


88. Status of Advances Not Maintained, Ontario Home Renewal Program, Min- 
istry of Housing. Pursuant to section 2a of The Housing Development Act and 
the regulations thereunder, grants based on population are provided for municipali- 
ties to assist owner occupants with the repair of their homes. In excess of $21 
million was provided during the 1976-77 fiscal year. It is a condition of every 
grant made that where a municipality fails to use the whole or any part of the 
funds for the specified purpose, the whole or any part of the funds shall be 
repayable at the request of the Minister. The municipalities are responsible for 
administering the funds which are used for both forgivable and repayable loans 
to the owner occupants. As the loans are repaid, the municipalities retain the 
capital and interest payments and redistribute the funds in accordance with the 
regulations. 


During our audit we observed that the Ministry had not maintained up-to-date 
information showing the status of the funds advanced to the municipalities. We 
felt that such a record should be kept by the Ministry in order to substantiate 
the continuance of advances. 


We also noted that a municipality had failed to utilize a significant portion of 
a grant of $133,230 made on March 31, 1976. As at December 31, 1976 the 
municipality had approved only four loans totalling $13,857 to owner occupants. 
It is evident that the municipality received Provincial funds several months in 
advance of the time they were required. We recommended that grants be based 
upon current requirements and that population should be used only as a basis 
to determine the maximum grants permitted by the regulations. 


The preceding comments were included in our memorandum of July 13, 1977 
to the Ministry. We have no record of a reply as at September 30, 1977, the date 
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of this Report. We are, therefore, unable to present the Ministry’s views on the 
matters raised. 


_ 89. Establishment of Policy Recommended re Remote Data Processing Facili- 
ties, Management Board of Cabinet. We made inquiries into the remote data 
processing facilities in use and in the proposal stage within the Provincial Gov- 
ernment. The inquiries excluded facilities within the Metropolitan Toronto area. 
Our observations, which were forwarded to the Secretary, Management Board of 
Cabinet, included the following: 


There are numerous types of terminals on the market, each of which has its 
_ own advantages and limitations. Some of the terminals can be relatively inexpen- 
Sive, others can be quite costly in hardware, software, and communication lines. 


Various manners of communication are available between the remote 
terminal and the host computer, and again, each method has advantages and 
limitations, and is specialized. At the present time there is a considerable element 

of uncertainty regarding transmission techniques which will be available in the 

_ future. Remote terminals are currently being used by the Ministries of Transporta- 

_ tion and Communications, Natural Resources, Education and Environment, with 

_ communication by one or more of the various types of telephone lines available 

_ (e.g. conventional long distance, dedicated lines, etc.) Each of the installations 
was set up for a particular purpose within the specific Ministry. 


It would be rather difficult to ascertain the overall cost to the Province of 

these remote data facilities. Some of the terminals are owned or leased by Com- 

_ puter Services Division, Ministry of Government Services (MGS) and are charged 

_to the user Ministry. Other terminals are either owned, or leased directly, by the 

user. In some cases the communication lines charges are paid by MGS Telecom- 

munications Services Branch and, in turn, either charged directly to the user, or 

charged to the Computer Centre concerned for subsequent charge by them to 

_the user. In other cases, the telephone company may bill the user directly. In addi- 

tion, charges for long distance calls or use of the inter-city telephone network 
are not segregated as to teleprocessing. 


For control and information purposes we felt that some attempt should be 
| made to isolate the costs of remote teleprocessing, particularly in view of the 
fact that these costs will undoubtedly escalate considerably in the next few 
years. 

A number of Ministries are in the process of investigating remote terminal 
| applications or are installing, or appraising, pilot installations. Each of the 
Ministries involved is undertaking its own research and study work, either by 
its own staff, or by consultants. In some instances, the MGS Computer Systems 
Planning Branch is being contacted for advice and assistance to this end. However, 
it must be pointed out that such requests for advice and assistance are at the 
discretion of the user Ministry. None of these Ministries, it appears, is concern- 
ing itself about the work being done by, or the requirements of, any other 


Ministry. 
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Any teleprocessing facilities which are to be installed require approval of 
Management Board. As a result, the Ministries are obliged to submit their require- 
ments and proposals through the Management Technology Branch of Manage- 
ment Board Secretariat. As far as we could determine, however, no policy, either 
specific or general, has been laid down by the Board regarding teleprocessing 
facilities or networks. A “Computing and Data Communications Policy Steering 
Committee” was created in August, 1975 to present recommendations on this, 
and other matters, to the Board. We are advised that, as yet, no such recommenda- 
tions have been made by the Committee. 


Each request for these types of facilities, therefore, is considered on its own 
merits. Consideration is evidently not given by the potential user or by the 
Secretariat to the consolidation or optimization of existing or proposed facilities. 
We recommended that a policy regarding installation and use of remote data 
communication facilities and networks be established, and that the responsibility 
for undertaking steps to consolidate and optimize these facilities be definitely 
assigned. 


The Secretary of the Management Board of Cabinet responded extensively 
to our comments on June 9, 1977. His response read, in part, as follows: 


“It is our intention to establish a joint planning mechanism with MGS 
and appropriate ministries, to develop a comprehensive telecommunica- 
tions strategy and plan within one year. This timing is consistent with 
the new systems environment in the Government and evident techno- 
logical trends and expectations. 


“In addition, the following actions will be taken over the coming 
months to strengthen the process and resolve some of the issues you have 
identified: 


1. A policy on mini-computers will be presented to Management Board 
during June, which will categorize different potential uses and ap- 
propriate controls. 


2. A policy on responsibilities for telecommunications planning will be 
prepared for Management Board following further discussions with 
the Ministry of Government Services. 


3. Discussions will be held with MGS with a view to ensuring a clearer 
coordination between data and voice telecommunications planning. 


4. Strong efforts will continue to implement the new systems environ- 
ment (the Executive Coordinator was appointed in April 1977). 


5. Continuing refinement of the data on the ministries’ systems plans 
will take place. We will initiate multi-ministry discussions where 
common elements appear. 


6. Continuing practical minimization of interim telecommunication 
duplication will take place utilizing joint action by the Manage- 
ment Technology Branch and MGS. 
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“I hope that the above has served to demonstrate that considerable 
progress is being made in this complex area. I assure you that we are 
well aware of the problems and will be taking your comments very 
seriously in the development of improved planning approaches and 
policies over the coming year.” 


90. Salary and Benefits Contingency, Management Board of Cabinet. The 
_ 1976-77 Expenditure Estimates for Management Board contained an amount of 
—$171,000,000 (Vote 501-4), identified as the Salary and Benefits Contingency 
and representing the estimated cost of anticipated salary and employee benefit 
| awards and merit increases for government employees. 


| Amounts required to meet salary and employee benefit awards and merit in- 

creases throughout 1976-77 were not recorded as expenditure out of funds 
appropriated under Vote 501-4, with the result the 1976-77 Public Accounts 
(page 98) show Vote 501-4 as totally unexpended. Instead, applicable amounts 
_ were recorded as expenditure out of voted appropriations of the various Ministries, 
which appropriations were augmented where necessary under the authority of 
- Management Board Orders. 


The Director of the Expenditure Policy and Divisional Services Branch, 
Management Board of Cabinet has described the function of the Salary and 
| Benefits Contingency activity as follows: 


“Prior to the 1976-77 Fiscal Year, the estimated costs of salary and 
employee benefits awards to government employees during each fiscal 
year were not included in either the Annual Budget or printed Estimates 
projections of expenditures. As awards were approved, appropriate 
amounts were added to ministry budgets, as required, by means of Man- 
agement Board Orders. 


“In view of the increasingly large amounts involved, the Government 
decided that with the publishing of the Annual Budget and printed 
Estimates for 1976-77, the best possible estimate of the cost of awards 
likely to be approved at various dates in the 1976-77 fiscal year should 
be reflected in the total projected expenditures. 


“It was concluded that the distribution of this estimate among the pro- 
grams and activities of each ministry was not feasible, and that the gross 
projected salary and benefits costs should appear in one location— 
the ‘Salary and Benefits Contingency’. 


“4s awards were approved and the actual costs were incurred they were 
not, of course, charged against the Contingency, but rather against the 
various votes and items to which they pertained. To the extent that these 
expenditures exceeded printed Estimates appropriations, Management 
Board Orders were approved. 


“For this reason, the presentation of the Salaries and Benefits Coning 
gency activity as displayed in the 1976-77 Public Accounts shows Nil 
spending against the $171,000,000 appropriation, the actual spending 
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having been allocated to the salaries and wages and employee benefits 
accounts of ministries’ votes and items throughout the government.” 


91. Administrative Improvements Warranted, Ministry of Natural Resources. In 
July 1975 the Ministry developed new procedures for the implementation and 
maintenance of a perpetual inventory system to provide a measure of control 
over the acquisition, safekeeping and disposition of articles of equipment. The 
estimated completion date for the establishment of this system was set for 
March 31, 1976 and this date was later extended to December 31, 1976. As at the 
conclusion of the current audit in May 1977 the new system had not been fully 
established. 


With regard to supplies stocked in the Central Stores Warehouse, a test count 
of twenty-five items was taken on February 7 and February 8, 1977 which 
revealed seventeen differences between the inventory records and the physical 
quantities on hand. It was also ascertained that there had not been a complete 
physical count taken of Central Stores since 1971. We recommended that such 
a physical inventory count be taken and any resulting differences between the 
actual quantities and the related records be investigated and resolved. Considera- 
tion should also be given to the performance of this verification procedure at 
regular intervals in future and to a general review of the stores procedures to 
ensure that adequate control and security is established over the items in stock. 


A person employed to act as a special advisor to the Minister was trans- 
ferred from the Ministry of Health to the Ministry of Natural Resources in the 
same capacity on February 4, 1977. From the date of transfer to March 31, 
1977 the Ministry of Natural Resources had paid the advisor a total of $3,160 in 
per diem allowances plus an additional $488 in expenses for travelling to and 
from his place of residence. The terms of employment for this advisor as ap- 
proved by Management Board of Cabinet, however, applied to the Ministry of 
Health and made provision for the payment of a per diem allowance only. The 
advisor’s eligibility for travel cost reimbursements should be clarified and a con- 
tract should be drawn up and executed to set out the terms and conditions of his 
employment. We felt that application should be made to Management Board of 
Cabinet for approval for the employment and remuneration of this person and for 
the ratification of payments made since the date of his transfer. 


During the period from October 1975 to March 1977 the Ministry made 
payments totalling $860 to a commercial airline for six flights taken by persons 
who were not employees of the Ministry. There was no evidence on file to indi- 
cate that the travel was taken in the performance of government business or that 
the Ministry had been reimbursed for the costs of the air fares. Since these 
expenditures did not appear to be properly chargeable to the Ministry, the matter 
was drawn to the attention of responsible officials for further investigation and 
recovery action. 


The preceding comments were included in our memorandum of July 14, 1977 
to the Ministry. As at the date of this Report, September 30, 1977, we have no 
record of a reply. We are, therefore, unable to present the Ministry’s views on the 
matters raised. | 
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92. Absence of Contractual Arrangements, Office of the Premier and Resources 
Development Policy. The services of an organization were obtained by the 
Office of the Premier to monitor radio and television newscasts and provide 
summaries of their content. Payments for this service during the period December 
5, 1975 to September 8, 1976 amounted to $4,000. At the time of our review 
no formal written contract covering the services to be provided by this organiza- 
tion had been agreed to. 


The Royal Commission on Electric Power Planning, Resources Development 
Policy, engaged three firms to supply public communications services. The services 
to be provided were described in proposals submitted by the consulting firms to 
the Commission. Copies of letters on file indicated the acceptance of these pro- 
posals by the Commission. Payments to these firms were made as follows: 


mem Decembert 24, 1975110 March) 2601976 | 00... cil) iad. an into enters $83,186; 
wb) January, 7.01976 to May A, 1976 «...0..ciseccccssccsennestenssetensserptenecrnsnasnnscnsnesaneseowasnonte 37,922; 
(c) December 24, 1975 to March 6, 1976. .......cseeccssseeereesestsessesessenenensensseesateanes 32,649. 


It is our opinion that consultants’ services would be better controlled through a 
formal contract drawn up for each consulting assignment and signed by repre- 
sentatives of both the Commission and the consultant. 


The following response was received on February 21, 1977: 


“The services to monitor radio and television newscasts and provide 
summaries of their content is regarded as a continuous monthly supply, 
at a fixed rate, and paid for by approved invoices. A formal written 
contract is being arranged to cover this service. 


“Your comments on the lack of formal contracts for consulting services 
to the Royal Commission on Hydro Electric Power Planning have been 
brought to the attention of the Chairman of the Commission and the 
Deputy Provincial Secretary, Resources Development.” 


93. Additional Verification Procedures Recommended, Ontario Tax Credit System, 
Ministry of Revenue. The Memorandum of Agreement made under the Federal- 
Provincial Fiscal Arrangements Act provides, among other things, that during 
the term of the agreement Canada, as agent for the Province, will administer 
for and on behalf of the Province, the Ontario Tax Credit System enacted by the 
Provincial Act. The Memorandum of Agreement further provides that the 
Province will pay an annual administrative fee to Canada based on one per cent 
of the aggregate amount of the Ontario tax credits in the applicable taxation year. 


For the 1975 taxation year approximately 3 million Ontario tax credit claims 
amounting to over $414 million were filed by Ontario residents. Administrative fees 
in excess of $4 million were paid to Canada respecting Ontario tax credit claims 
processed in the 1975 taxation year. 


Officials from Revenue Canada—Taxation advise that, since documentary 
proof of occupancy costs is not required with a claim for Ontario tax credits, 
the only manual check made by Canada for the Property Tax Credit, the Sales 
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Tax Credit and the Pensioner Tax Credit claims for the majority of Ontario tax- 
filers has been to ensure that a copy of the claim form under the Ontario Tax 
Credit System (form T1C Ont.) is filed with the applicable income tax return. 
If a taxfiler claims an Ontario Political Contribution Tax Credit, however, a 
manual check is made to verify that a copy of an official receipt is submitted 
with the Ontario Tax Credit System claim form. 


In addition, Canada performs a special computer match of spouses to en- 
sure that an Ontario tax credit is claimed by the spouse with the higher taxable 
income. It is also understood that Canada does perform a special post-assessment 
review of the files relating to residents claiming Ontario tax credits. The extent of 
this review, however, could not be substantiated in writing. 


A report on the results of the computer match of spouses and the special 
post-assessment review of files for the 1975 taxation year was forwarded on June 
3, 1977 to the Guaranteed Income and Tax Credit Branch of the Ministry of 
Revenue by the Assessing Division of Revenue Canada—Taxation. This report 
stated that the computer match of spouses for 70,888 files resulted in adjust- 
ments to 55,716 returns and a net recovery of $2,412,322 and that the post- 
assessment review of 42,391 cases resulted in adjustments to 13,214 cases and a 
net recovery of $1,122,998. Subsequent correspondence from the Assessing Divi- 
sion indicates that further recoveries of Ontario tax credit claims might arise 
from cases which are presently under investigation or before the courts. 


The Guaranteed Income and Tax Credit Branch of the Ministry of Revenue 
has not yet instituted procedures within the Branch to provide an independent 
check on the accuracy of claims granted under the Ontario Tax Credit System. 
In view of the large volume and dollar value of such claims granted in each 
taxation year we felt that the development and institution of such procedures 
should be given immediate attention. The following suggestions were made with 
respect to this verification activity: 


1. Commence negotiations with Revenue Canada—Taxation to determine 
if Canada would agree to an increase in the percentage of files selected 
for their post-assessment review and to the extension of the scope of 
this review to include claims submitted by persons 65 years of age or 
older. 


2. Require taxfilers to submit a copy of their receipted tax bill or evidence 
of rental payments made with their returns. 


3. Develop a form for distribution with the Ontario Tax Credit System claim 
form to provide for a landlord to certify the rental payments made by 
occupants of apartments, student residences, nursing homes or other 
rental accommodation. If this form were to include the Social Insurance 
Number of both the landlord (if an individual) and the tenant or boarder 
it would act as a deterrent for possible abuse and could also result in 
the declaration of taxable income not presently reported by a landlord. 


4. Utilize the current assessment records to approximate at least, the num- 
ber of possible claimants for the Property Tax Credit and to ensure that 





} 
} 
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the number of claimants for the Property Tax Credit does not exceed 
this possible maximum. 


5. Verify, on a test basis, the validity of claims for the Pensioner Tax 
Credit by comparing the names of the claimants with the names of 
persons in receipt of old age security payments as recorded on computer 
tapes in the Guaranteed Income and Tax Credit Branch. 


6. Institute a field audit routine to verify the accuracy and validity of a repre- 
sentative number of claims granted under the Ontario Tax Credit System. 
The results of this field audit might indicate if changes are required to the 
Ontario Tax Credit form or the related Legislation. 


7. Include the Social Insurance Number of property owners on the assess- 
ment records. This information, in conjunction with details shown on the 
magnetic tapes provided by Canada, would facilitate the verification of 
the property tax portion of Ontario Tax Credit claims. 


No attempt was made to determine the costs of implementing the above-noted 
suggestions. However, we felt that they should be given serious consideration in 
view of the recovery, $3,535,320, which resulted from the post-assessment review 
and spouse matching process undertaken by Revenue Canada—Taxation in 
respect of 1975 returns. 


The foregoing comments were included in our memorandum of September 30, 
1977, the date of this Report. The Ministry has not had an opportunity to respond 
and we are, therefore, unable to present its views on the subject matter. 


94. Evaluation of the Effectiveness of the Land Speculation Tax Self-Assessment 
Tax System, Ministry of Revenue. In general terms, The Land Speculation Tax 
Act, 1974 imposes a tax upon the increase in the value of designated land occurr- 
ing after April 9, 1974. The tax is payable at the time of the disposition of desig- 
nated land. 


The Act is administered through a self-assessment tax system and compliance 
with the legislation is secured by the imposition of a statutory lien upon the desig- 
nated land for the amount of the unpaid tax. Transferors of designated land or 
their representatives may have a lien removed by completing an “Application for 
Lien Clearance” form and paying the appropriate tax. Where a disposition 1S 
exempt from tax under the Act, the statutory lien may be removed by the filing 


_ of an “Affidavit of Exemption”’. 


The information filed in “Application for a Lien Clearance” forms is subject 


' to a preliminary examination at the time of filing to determine its acceptability 
_ for lien clearance purposes. Subsequently, the applications are reviewed in greater 
_ detail. We were advised, however, that the detailed review has been limited because 
_ the volume of applications was very large in relation to the number of staff mem- 
_ bers available for the review function. As a consequence, the effectiveness of the 
_ system from a tax revenue aspect is dependent, in a number of cases, on the 


willingness of the transferors to accurately report the land valuations upon which 


_ the tax was computed. The basic valuations utilized for tax purposes are sum- 
| marized below: 
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“Proceeds of Disposition: a Total consideration received or fair market 
value whichever is applicable 

“Adjusted Value™ =) aan nee Cost of acquisition or fair market value 
whichever is applicable 

“G@ost-Ol Improvements 7.0 At cost 

“NGL Wlalitenanes: COsts' © 2. s At cost 

“Costs:of Disposition’ 22344... At cost 


During the course of our audit, 1,185 “Application for a Lien Clearance” 


forms were examined in detail. The following comments are made with respect to 
this examination. 


A. The fair market value of designated land as declared by transferors on 

many of the “Application for a Lien Clearance” forms was an expression 
of opinion by the transferor or solicitor. These valuations may be subject 
to question since they were not given at arm’s length and the qualifica- 
tions of the persons expressing an opinion, as appraisers, were not dis- 
closed. A limited number of appraisals of designated land have been made 
by Ministry realty assessors in order to check the fairness of the fair 
market valuations submitted by transferors and this verification activity 
subsequently resulted in some increases in tax assessments. 
Since the fair market value attributed to designated land by transferors 
materially affects the amount of land speculation tax payable, considera- 
tion should be given to an increase in the number of appraisals made 
by the Ministry on opinions expressed by a transferor or his solicitor in 
order to ensure the integrity of the self-assessing tax system. 


B. Information relative to expenditures which may be claimed for Improve- 
ments, Maintenance, Acquisition Costs or Disposition Costs is contained 
in The Land Speculation Tax Act and in bulletins issued by the Ministry 
of Revenue. The “Application for a Lien Clearance” makes provision 
for such expenditures to be reported in total and the accompanying in- 
struction sheet indicates that books and records necessary to verify the 
accuracy of reported costs, expenditure, etc. should be kept available in 
the event that they are required for audit purposes. 

During the test examination of “Applications for a Lien Clearance”, we 
noted that inquiries by the Land Speculation Tax Section into the costs 
reported on certain applications resulted in some disallowances and re- 
assessments of the land speculation tax payable. We felt that a greater 
degree of compliance might be expected if full details of these costs are 
required to be reported on each “Application for a Lien Clearance” form. 


Statutory exemptions from Land Speculation Tax apply to a number of cate- 


gories of dispositions including inter-family transfers, renovated properties, prin- 
cipal residences and principal recreational properties. To claim the exemption 
the transferor or his representative must file an affidavit of exemption at the time 
the conveyance is registered. The affidavits of exemption are filed directly with 
Land Titles Offices or the Land Registry Offices without examination or veri- 
fication by the Land Speculation Tax Section. 
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The following comments were included in the Ministry’s reply dated Septem- 
Ber 27sitO7 7: 


“Subject to certain statutory deductions, land speculation tax is based 
upon the difference between the buying price and selling price of property 
where the property was bought after April 9th, 1974, or between the 
property value on April 9th, 1974, and the selling price when acquired 
prior to April 9th, 1974. There is therefore no difficulty in establishing 
the adjusted value where it is determined by the cost of acquisition. 
In cases where the adjusted value is determined by the property value 
on April 9th, 1974, there are problems, caused mainly by the volume of 
transactions involved. It must be expected however that as properties 
continue to trade, an increasing number of applications will be using 
cost of acquisition for adjusted value. 


“Records kept in the Succession Duty Branch have shown that the 
greatest potential for revenue on post audit lies in revisions that can be 
made to the declared April 9th, 1974, values. The number of appraisals 
made by the Ministry has steadily increased and will continue to do so. 
With the passage of time, the increasing number of appraisals combined 
with a decreasing number of applications able to use the April 9th, 1974, 
value, will result in an improved percentage of audit coverage. 


“In the six months ended July 31st, 1977, 925 appraisals were made 
compared to 139 during the previous six months.” 


and 


* 


“Every year, more than 75,000 applications are processed. Since the 
Act came into force therefore more than 250,000 applications are now 
on record. This volume was taken into account when the administra- 
tion procedures were designed, and it was decided that as no tax would 
be payable in more than 90% of the cases, the minimum of verifica- 
tion would be demanded in the first instance. In those cases selected for 
audit or where tax was shown to be payable, full verification would be 
required. 


“The original application form was completely redesigned in December 
1975 and the new application form will be available in a few weeks. The 
new form will require that all maintenance and disposition costs be 
itemized. In addition, to improve compliance and reduce the volume of 
correspondence from head office, staff located in the Regional Assess- 
ment and Registry Offices will be instructed to ensure that the applica- 
tion form is fully completed before forwarding it to Toronto.” 

and 

“In addition to the approximately 75,000 dispositions for which a lien 
clearance certificate is required, it is estimated that there are 300,000 
dispositions with exemption claimed by affidavit. The Land Speculation 


Tax Act was designed to ensure that transfers in the ordinary course of 
business involving principal residences, principal recreational properties, 
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commercial industrial properties, etc. would be affected as little as 
possible. It was decided therefore that while exemption could be claimed 
by affidavit, this did not relieve the transferor from his liability to pay 
any tax that may be found to be payable. 


“As part of its routine audit procedures, staff in the Succession Duty 
Branch do examine hundreds of instruments that have been filed with 
affidavits of exemption attached. The instruments are recorded on 
microfilm and are the property of the Assessment Division, but for many 
months now and from all over the province, the films have been made 
available for examination by the Land Speculation Tax staff. 


“It is of course difficult to detect false affidavits from this examination, 
but the fact that instruments are being examined and that letters of 
enquiry are being sent puts the public on notice of our activities and 
should lead to an improvement in compliance. 


“Now that the field audit staff is in operation, greater use can be made 
of them to verify claims for exemption through actual examination of 
properties and direct contact with taxpayers.” 


95. Exemptions under The Land Speculation Tax Act, 1974, Ministry of Revenue. 
Under section 23(2) of The Land Speculation Tax Act, 1974, the Lieutenant 
Governor in Council may make regulations: 


“exempting from tax any designated land or class of designated land or 
exempting from tax any designated land with respect to which any disposi- 
tion or class of disposition occurs. . .”. 


During the 1976-77 fiscal year three such regulations were made, 340/76, 
649/76 and 868/76. These regulations were filed on April 15, August 6 and 
October 29, respectively, and were published in The Ontario Gazette. 


The exemption granted under regulation 340/76 was the subject of extensive 
deliberations by the Standing Public Accounts Committee during the latter part 
of 1976 and the early months of 1977. A resultant recommendation was included 
in the Committee’s report to the Legislature dated March 29, 1977. (See Exhibit 
12 to this Report.) A judicial inquiry into the matter was authorized by Order 
in Council dated April 20, 1977. This inquiry was to determine “whether any 
undue or improper influence was brought to bear, from any source, or whether 
there was any other impropriety of any kind in respect of the decision by the 
Government to grant an exemption... .”. 


The Commissioner appointed to conduct the inquiry submitted a Report on 
his findings in July 1977 and concluded: 


“T have inquired into the matters referred to me and hereby report that I am 
satisfied that there was no undue or improper influence brought to bear on 
anyone from any source nor was there any other impropriety of any kind 
in respect of the decision by the Government in granting an exemption under 
the provisions of The Land Speculation Tax Act, 1974...”. 
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96. Exemptions under The Land Transfer Tax Act, 1974, Ministry of Revenue. 


Under section 18 of The Land Transfer Tax Act, 1974, the Lieutenant Governor 
in Council may make regulations: 


“exempting from tax any person tendering for registration any class of 
conveyance to which it is determined that this Act was not intended to 
apply, or any conveyance to persons prescribed for the purpose of this 
clause;” 


and 


“providing for the refund of tax in whole or in part Owing to special circum- 
stances, and prescribing the terms and conditions under which such refund 
may be made;” 


During the 1976-77 fiscal year four such regulations were made, two exempt- 
ing from tax and two providing for the refund of tax. These regulations, 366/76, 
367/76, 772/76 and 142/77 were filed on April 27, April 27, September 21 and 
March 11 respectively, and were published in The Ontario Gazette. 


Provision is also made under The Land Transfer Tax Act, 1974 for the 
deferral or remission of tax on certain conveyance to non-residents. In this regard 


_ the Minister of Revenue may, with the approval of the Lieutenant Governor in 


Council: 


“defer the payment of the tax, or remit the tax paid, on such conditions as 
to the use and development of the land or otherwise as are considered advis- 
able and sufficient to ensure the development of the land as proposed or 
compliance with any undertakings given by the non-resident person acquiring 
fdeuand.. =. 


Any tax deferred or remitted constitutes a first lien and charge on the land which 
the Minister may discharge, in whole or in part, as imposed conditions are ful- 


filled. 


During the 1976-77 fiscal year approximately thirty Orders in Council were 


_ passed authorizing the deferral or remission of land transfer tax on conveyances 
_ to non-residents. 


97. Report Made to the Standing Public Accounts Committee re Home Buyers’ 
Grants Administered by the Ministry of Revenue. At the request of the Standing 


Public Accounts Committee we tabled information on Home Buyers’ Grants with 


the Committee on December 2, 1976. An official copy is on file in the Office of 
the Clerk of the Legislature. 


Following a review of the matter the Committee recommended in its Decem- 


ber 1976 report to the Legislature that “the Minister of Revenue undertake a 
complete audit of all First Time Home Buyers’ Grants and recover all payments 
_made either in error or illegally. The said audit and recovery should be completed 
_ by the end of 1977”. 
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In May 1977, the Ministry advised as follows: 


“audit of the grants paid under this program is being maintained at 
a relatively consistent level. It is expected that this level will be main- 
tained for the balance of the year with periodic monitoring of the pro- 
gram to evaluate results. Various alternatives for continuing the audit 
are being considered. In the meantime the audit is proceeding with the 
resources allocated to it and originally made available to the program.” 


This Office will review the Ministry’s audit activities with respect to Home 
Buyers’ Grants early next year. 


98. Control Evaluation of Computer Systems, Registrar of Motor Vehicles, 
Ministry of Transportation and Communications. We reviewed the various con- 
trol elements applicable to the Agents Sub-System segment of the Vehicle 
System. Particular emphasis was placed on the controls exercised over the 
development of the system and programming, and over the handling and eventual 
processing of the data by the computer. Our comments included the following: 


Systems and Design 


The Agents Sub-System is designed to control over $200,000,000 in annual 
revenue from vehicle registration fees. This sub-system does, therefore, have sig- 
nificant financial implications. For systems with financial implications the Manual 
of Administration stipulates that the responsible financial officer of a ministry 
shall specify the accounting controls to be applied throughout the system and 
ensure that these accounting controls are applied. 


We could find no evidence that any financial officer of the Ministry was in- 
volved in the design of this sub-system, nor any indication of effective com- 
munication between the financially knowledgeable people in the Agents Control 
Office and the systems designers. As a result, the systems designers received little 
guidance or direction as to financial verification requirements which should have 
been built into the system. The system does not, for example, contain any monetary 
balancing controls. 


The system is designed to work fairly smoothly if all of the input is reasonably 
accurate. However, since past experience had indicated that a considerably high 
proportion of errors could be expected in the input documents which are prepared 
by the issuing agents in the field, this factor should, we felt, have been provided 
for in the system design. In addition, the programs generate insufficient explanatory 
comment in respect of detected error situations, with the result that a considerable 
amount of time is required to locate the source of an error before it can be 
corrected. 


As a consequence, a large number of Issuing Agents’ reports are being held 
in an “error file’, pending correction, and further processing is substantially 
delayed. Until these items are processed no verification can be made that the 
amount which the agent has remitted is the amount which he should have remitted; 
nor can verification be made that the agent is properly accounting for all of the 
saleable forms, plates, permits and stickers which he has received. 


COMMENTS ON REVENUE AND EXPENDITURE TRANSACTIONS 95 





In summary, we are of the opinion that some basic changes in systems design 
are required if desired results are to be achieved. Recommendations in this regard 
were made to senior computer and accounting personnel, and we understand that 
the system has been redesigned with implementation to be effective in the BS a/e | 
licence year. 


Output Verification 


One of the basic control techniques for a computer system is the existence 
of a Control Group. The purpose of such a group is, among other things, to 
receive all data destined for processing, to record input to the key punch section, 
to receive and balance output from the computer, and to ensure proper distribution 
of output reports. In some instances, the absence of a Control Group can be com- 
pensated for by the existence of a well trained and supervised input preparation 
group. 


Since little supervision can be effected over the issuing agents in the field, an 
effective Control Group is essential for this sub-system. Unfortunately, no such 
Control Group exists. No attempt is made to balance the input records with 
the output reports, and there is no assurance that all output reports and error 

listings are received back from the computer. As a result, it is not possible for the 
_ Agents Control Office to prevent or detect accidental or intentional errors in the 
_ Operations, or to prove completeness or accuracy of data processed. 


The Ministry responded to our comments on December 23, 1976: 


Systems and Design . 


“With regard to comments on the lack of input into the design of the 
original system by the Ministry’s Financial Officers it should be remem- 
bered that our former Executive Director, Finance was personally 
involved in this development from its inception. However, I have directed 
that in future all development work of this nature which has financial 
implications must be referred to our Financial Comptroller to ensure 
that the necessary accounting controls are incorporated and are applied. 


“In the last paragraph under this sub-heading you refer to changes in 
the systems design, affecting the Agents Sub-Systems segment of the 
Vehicle System and recommendations in this regard made to senior 
ADP and accounting personnel. I have had these proposals reviewed by 
our Financial Comptroller and our Director, Internal Audit Branch 
and they have reported to me that, in their view, the revised system does 
incorporate most of the controls which have been lacking until now. 
The redesigned system is, in fact, to become operative with effect from 
December 1, 1976 (the commencement of the 1977 licence year) and 
the first monthly reports will be available in the third week of January 
1977. These will be updated on a monthly basis to provide a continuous 
record of cash collected and deposited, inventories, transactions, re- 
conciliations, and adjustment of errors affecting cash and inventories. I 
think we have to recognize that an extensive field operation. across the 
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entire Province, such as the collection of vehicle fees, designed to pro- 
vide convenient service to the public, cannot be economically provided 
with close day to day supervision and we must expect a number of 
errors which are beyond our control. We are however, giving serious 
thought to the advantages of such improvements as preprinted renewal 
documents and while this approach will reduce the number of errors it 
remains at best, only a partial solution. 


Output Verification 


“In the matter of control techniques, we have established a report flow 
control which monitors the progress of reports through the various stages 
of processing — this includes batching, key-editing, report balancing and 
data-base update. Also, the key-edit equipment which is now used for 
input purposes has been reprogrammed in such a way that all informa- 
tion received for processing will be accounted for and automatically re- 
conciled with the output to ensure that no documents or information 
have been omitted.” 


99. Increase in Unfunded Liability, Teachers’ Superannuation Fund. ‘The actu- 
arial report on the Fund dated June 30, 1977 disclosed an unfunded liability of 
$1,397,000,000 as at December 31, 1975. The previous actuarial report reflected 
the financial position of the Fund as at December 31, 1972 and disclosed an 
unfunded liability of $557,877,000. A principal cause of the substantial increase 
in the amount of the unfunded liability as at December 31, 1975 was the greater 
than anticipated increase in the general level of salaries experienced subsequent 
tor L972: 


Based on the latest valuation, and pursuant to the Regulations under The 
Pension Benefits Act, the Province is required to make the following minimum 
annual payments with respect to the unfunded liability of the Fund: 


1976-1980 $144,436,000 
1981-1989 138,571,000 
1990 116,657,000 
1991 and thereafter 22,980,000 


The minimum payment schedule outlined above is retroactive to 1976. As 
a result, during the 1977-78 fiscal year the Province will be required to pay into 
the Fund, not only the 1977 minimum payment of $144,436,000, but also the 
difference between the 1976 minimum payment of $144,436,000 and the amount 
actually paid into the Fund for that year. This difference amounts to $65,911,700 
(excluding any interest adjustment). 


In addition to making payments required to amortize the unfunded liability 
in accordance with The Pension Benefits Act, the Province also matches the con- 
tributions made to the Fund by the Teachers. The Teachers’ Superannuation Act 
requires that the teachers contribute 6 per cent of their salaries, less their required 
Canada Pension Plan (CPP) contributions. During the valuation process the 
actuaries found “that the combined teacher-Province statutory contribution rate 


) 
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(12 per cent less CPP) is now less than the minimum required contribution 
Pate: 20°"; 


If the matching principle is to be maintained, then, according to the actuarial 
report, both the teachers’ contribution rate and that of the Province should be 
increased by 0.4 per cent to 6.4 per cent less CPP. If the teachers’ contribution 
rate is not changed, then the Province’s contribution rate should be increased by 
0.7 per cent to 6.7 per cent less CPP. 


100. Poor Control over Use of Long Distance Telephone Facilities. Payments by 
Ministries to a major communication company during the fiscal year 1975-76 
aggregated in excess of $16,200,000. Of this total, approximately $8,300,000 was 
paid by the Ministry of Government Services. 


Centrex and Inter-City Network 


The Telecommunication Services Branch of the Ministry of Government 
Services provides systems throughout the Province for public servants to use in 
communicating with each other and with the public in the conduct of government 
business. At Queen’s Park both a Centrex telephone system and access to an 
Inter-City Network for inter-city calling are provided to serve government Min- 
istries and Agencies in the Toronto area. The Centrex system facilitates “direct- 
in-dialing”, enabling those people from outside government, as well as internal 
callers, to bypass the central switchboard facilities. A faster, more efficient and 
more personal service is thus provided. The Inter-City Network is designed to 
provide telephone service for business purposes between Queen’s Park and 
Ontario centres outside Toronto at a lower ost than conventional long distance 


Calling. 


The 1975-76 expenditure of the Ministry of Government Services in respect 


_ of telephone communication may be summarized as follows: 


ES Ce SUNT NG rhea i hi oa to de can seaawariveraguaek¥talinsiiglabadedicavtss $ 4,200,000 
MMU IEY aN CCW OEE oss cccsecreasconesesssicce cack; sere: ahsahaacenestsecsaadhvsscsgshiarcsvscocchacts, 1,300,000 
NTRP ESEAIICS” CHAT OOS es css cee ss Redness chee cen cated teasdtinal 2,000,000 
memroumenarges ===(InstallationaCosts, [eters ) sac wibesadeah sccstis.cdlteassiss..cSeisecticeastvievesecee 800,000 
$ 8,300,000 


Control Over Long Distance Charges 


While an objective of the Inter-City Network is the reduction of expenditure 


| for long distance communication, it is evident from the foregoing summary that 
long distance charges are nevertheless substantial. We have reviewed the use of 


long distance telephone facilities and the following are our observations and 


comments. 


At the time of our review, November 1976, no standard system of internal 


control was in effect with respect to long distance telephone calls. We visited four 


Ministries and one Agency and found that contro] measures differed for each 
Ministry or Agency and, frequently, between branches within the same Ministry 
or Agency. In a number of instances we found that procedures were weak and 
open to abuse from the standpoint of personal use, and unnecessary business use, 
_ of long distance telephone facilities. 
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In several areas, for example, no attempt was made to record or approve 
long distance calls at the time they were made. Failure to do so seriously hampers 
the effectiveness of any control measures undertaken following receipt of billed 
charges several weeks later. Most areas did require a branch director or man- 
ager to authorize the payment of charges received. However, practice varied 
widely regarding efforts made to determine the originators of the calls, that the 
calls were required for business purposes or that, in fact, the calls had not been 
billed to the Government in error. Some branches had established a per call dollar 
limit below which they did not investigate. This limit fluctuated considerably, 
$5.00 in some cases, $10.00 in others, etc. 


As an illustration of our concern that long distance facilities may be abused, 
during our review of long distance charges incurred by the Realty Branch of the 
Ministry of Government Services we noted several calls over a several month 
period to an unusual out-of-province destination. Upon investigation we learned 
that the charges were for personal calls made by an employee of the Branch. The 
situation was brought to the attention of management, whereupon reimbursement 
from the employee in the amount of $125 was requested and received. The branch 
director subsequently reminded his staff by memorandum that government tele- 
phones were not to be used for personal long distance calls. 


In view of the magnitude of total government expenditure on long distance 
calls, we felt that a standard control system should be developed for application 
to all Ministries and Agencies. An outline of one such system was provided for 
consideration by the Ministry of Government Services. 


Use of Inter-City Network 


Studies undertaken by the Telecommunication Services Branch for the 
month of October 1976 revealed that, on average, calls made via the Inter-City 
Network will be accommodated, (i.e. will not be rejected because the lines are 
already in use) about 80 per cent of the time. The studies further indicated that 
calls attempted over the Network during the peak use period of 10:30 a.m. to 
2:30 p.m. will, again on average, be accommodated approximately 72 per cent 
of the time. 


In the course of investigating long distance calls made to centres serviced 
by the Inter-City Network, we asked users why they had not used the Network 
facility to avoid the long distance charges. In virtually every instance we were 
advised that the Network had been tried initially but the lines were found to be 
busy. Our review would indicate that insufficient effort was being made to schedule 
calls in other than the peak use period. We felt, also, that there was a tendency to 
abandon the Network in favour of conventional long distance when the Network 
proved busy on the first attempt. We concluded that the alternative of waiting a 
few minutes and trying the Network again was not employed as frequently as it 
might have been. Therefore, to reduce expenditure for long distance calls to areas 
serviced by the Inter-City Network, we recommended that: 


1. Users be formally advised that the inter-city lines are most used during 
the period 10:30 a.m. to 2:30 p.m. and, therefore, to place calls of a 
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non-urgent nature at times outside this peak period. If calls are placed 
at times other than between 10:30 a.m. and 2:30 p.m., the following 
benefits should accrue: 


a) through less usage of the Network during the “busy period”, people 
will be able to complete important calls that may otherwise have to 
be dialed long distance; 


b) as there is a fixed charge for the Inter-City Network, irrespective of 
the number of calls made, a greater benefit can be derived by 
spreading the calls more evenly « ‘er the day. 


2. Users be urged to allow several minutes to elapse and to try the Network 
again should a call not be completed on the first attempt. The alternative 
of conventional long distance should only be used in cases of extreme 
urgency. 


On March 10, 1977 the Ministry of Government Services replied to our 
_ comments as follows: 


Control over Long Distance Calls 


“While we share your concern about any avoidable long distance tele- 
phone expenditures and will review with the Management Board 
Secretariat your suggestion for a standardized pre-approval and record 
keeping system, we question the efficacy of the imposition of further 
paper work. A standardized record, made at the time of placing the 
call, would indeed permit a caller to be identified more readily when his 
or her manager subsequently wishes to analyze a telephone bill. 


“However, the success of the system relies on the dependability of the 
user to record his call. Any person making an “unnecessary” or even 
an “unauthorized” (i.e. private) long distance call is unlikely to keep a 
reliable record. Shared telephone lines and the relatively easy access to 
our telephones severely limits the effectiveness of a manual recording 
system. Pre-authorization and post-audit standards, if re-publicized at 
appropriate intervals, may have a desirable moderating effect and we 
assume that this matter will be given consideration by the Management 
Board Secretariat. 


Use of Inter-City Network (1.C.N.) 


“We periodically monitor the utilization of the I.C.N. and its adequacy. 
In respect of some locations and some time periods your recommenda- 
tion about rescheduling non-urgent calls to off-peak periods is valid. 
Unfortunately, the patterns change for various centres and it is difficult 
to keep users informed on a current basis. We will modify the general 
instructions in future issues of the Government telephone directory to 
emphasize the advantage of advancing or delaying calls to off-peak 
periods and encourage users to ‘dial again’ on receiving a busy signal 
on the initial attempt.” 
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101. Purpose of the Ontario Loan Acts Questioned. Each year “An Act to 
authorize the Raising of Money on the Credit of the Consolidated Revenue 
Fund” is passed by the Legislature and is cited as The Ontario Loan Act of the 
particular year concerned (e.g. The Ontario Loan Act, 1976). Each Ontario 
Loan act stipulates a maximum amount which may be borrowed under the 
authority of its legislative provisions. However, no time limit is specified for the 
exercise of the borrowing authority. Furthermore, any indebtedness created under 
an Ontario Loan act can be renewed indefinitely under the provisions of The 
Financial Administration Act. 


Each Ontario Loan act also provides that the amount authorized thereunder 
is “in addition to all sums of moneys authorized to be raised by way of loan 
under any other Act”. As at March 31, 1976 over 40 per cent of the Province’s 
debenture and note liability of $11.7 billion had arisen through the exercise 
of borrowing authority available under other legislation (e.g. The Power Corpora- 
tion Act). 


By its title, particularly its full title as indicated above, each Ontario Loan 
act suggests, in our opinion, that it constitutes a control mechanism over the 
borrowings of the Province. As can be seen from the comments in the preceding 
two paragraphs, however, it does not. We are, therefore, uncertain as to the 
purpose of the Ontario Loan acts. We suggested that it would be preferable for 
the Legislature to exercise control over the aggregate indebtedness of the 
Province through the passage of annual legislation stipulating a permissible 
maximum of outstanding borrowings from all sources. 


The foregoing comments were communicated to the Ministry of Treasury, 
Economics and Intergovernmental Affairs, which Ministry is responsible for the 
administration of the Province’s Finance Program. 


The Ministry subsequently responded in the following manner: 


“It should be recognized that the annual loan act is an important part of 
Ontario’s annual budget and financing plan. Information is provided 
to the members of the Legislature on Ontario’s borrowing in three 
distinct stages: firstly, the details of Ontario’s borrowing plans in aggre- 
gate are set out in Ontario’s annual budget; secondly, explanatory in- 
formation is printed with the annual loan act describing what the 
authority covers together with additional information being provided 
by the Treasurer during the debate on the bill; and finally, the actual 
borrowings undertaken are published each year in the financial report 
and public accounts of the Province.” 


102. Write-Off of Uncollectable Accounts. Section 14 of The Financial Admin- 
istration Act reads as follows: 


“14.—(1) Where a person has an obligation or debt due to the Crown or 
the Crown has a claim against a person, the Treasurer may, subject to any 
other Act affecting such obligation, debt or claim, negotiate and accept a 


| 
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settlement in payment and satisfaction of such obligation, debt or claim, 
or may determine that any such obligation, debt or claim is uncollectable. 


(2) The Lieutenant Governor in Council, on the recommendation of 
the Treasurer, may, if he considers it in the public interest, delete from the 
accounts any loss incurred in any settlement or determination made under 
subsection 1... . 


(3) The losses deleted from the accounts Pees any fiscal year shall 
be reported in the Public Accounts for that year... .” 


During the 1976-77 fiscal year 18 Orders in Council were passed authorizing 
the deletion of losses from the accounts. Deleted losses totalled $7,310,545 and 
are summarized by Ministry on page 59 of Volume 1 of the Public Accounts. 
The following additional comment is provided with respect to some of the larger 
write-offs. 


The Ministry of Consumer and Commercial Relations wrote off a total of 
$3,722,620 with respect to the Motor Vehicle Accident Claims Fund. Proposed 


write-offs of certain amounts owing to the Fund were commented upon in 
section 144 of our 1974-75 Report. 


Uncoilectable accounts totalling $2,248,733 relative to fines and costs 


imposed by Provincial Courts were written off by the Ministry of the Attorney 
General. In our 1975-76 Report (section 87) reference was made to the large 
volume of old unpaid fines. We pointed out that the Ministry was then considering 
a new policy “setting out standards by which the non-collectability of unpaid fines 


can be judged (death, non-residency, etc.) and the degree of documentation 


deemed necessary to institute write-off”. 


Over 1,300 accounts amounting to $1,001,505 in respect of various unpaid 


_taxes and overpayments were written off by the Ministry of Revenue. The major 


portion of this write off pertained to tax payable under The Retail Sales Tax Act. 


Amounts written off were in the approximate range of $1 to $175,000. 


103. Board of Internal Economy. Section 85 of The Legislative Assembly Act, as 


amended, reads: “The Board of Internal Economy may authorize the transfer 
of moneys from one item of the estimates of the Office of the Assembly to 
another item within the same vote and the Provincial Auditor shall make special 
‘mention in his report of any transfer under this section”. In respect of the 1976-77 
Expenditure Estimates, the piatteaises transfers were made within Vote 201: 


) 


| $171,000 from Item 13 
| and to Item 6—Members’ Indemnities $131,000. 





104. Management Board Orders. Section 5 of The Management Board of Cabinet 
Act, 1971 provides that, where an appropriation is exhausted or a sufficient 
‘amount was not provided and the public interest or the urgent requirements of 
the public service necessitate further payments, the Board may make an order 
authorizing payments to be made against such amounts as it considers proper. 


| 
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One hundred and eleven Management Board Orders were issued in respect 
of the 1976-77 fiscal year. In total, expenditure of $301,891,150 was so author- 
ized. The amounts authorized by Management Board Orders averaged approxi- 
mately $2,700,000 and ranged from $8,000 to $68,350,000. A listing of Manage- 
ment Board Orders, showing the amounts authorized and expended thereunder, 
is included as Exhibit 6 to this Report. A total of two hundred and fifty-nine items 
were included in the Management Board Orders and are detailed in the Exhibit. 


By way of additional information, the Management Board Orders in respect 
of the 1976-77 fiscal year have been summarized by month of issue: 


Month of 








Issue Number Authorized % 
Aaoust: 197 Gvsdccs ossiendtiec vances ice ee eee 1 $ 406,900 9 
November 1976: scc.caneenecquete nce eee | 1,259,000 4 
December 1976. 25 fn ie ease eee 2 2,947,500 1.0 
January wiO7 Pantie ee ee 8 5,946,600 2.0 
Pebriary: 1977 Mic teanecce er ere tee 16 23,761,700 73 
Marcle 1977 12008. See. a a eee 42 203,802,000 67.6 
Apr ibad 97 Fy cca ie eres ticteetnc bcs eae) ae 38 62,246,650 20.6 
MR UST T sieve szcctntycansuciaranrebire en tot eee ena 1 695,000 a. 
ATT As bf ape eh eae BMP rece bers CM OBE Re Prtertio Hen oh ir = Z 825,800 2 

SOCAL icant cxanete  escae< eesee tel Ae. eee lit $301,891,150 100.0 








105. Management Board Orders Issued Subsequent to the Expenditure of Funds. 


As is evident from the foregoing summary, two Management Board Orders 
were issued in July, some three to four months after the end of the fiscal year. 


One of the Management Board Orders was in the amount of $208,000 and 
was issued on behalf of the Ministry of the Attorney General. The circumstances 
in this case were somewhat unusual. We were advised that in March 1977 
Management Board of Cabinet had approved the transfer of a statutory appropria- 
tion to a voted appropriation within the Courts Administration Program. The 
Statutory appropriation was estimated at $215,000 in the 1976-77 Expenditure 
Estimates and was identified as “Allowances to Judges—R.S.O. 1970, Chap. 451 
as amended”; the voted appropriation (Vote 1206-3) was estimated at 
$19,353,300 and was identified as “County, District and Small Claims Courts”. 
Provision for the necessary additional funds in this appropriation, however, 
required authorization by Management Board Order. This requirement, we 
understand, was inadvertently overlooked until July 1977. At that time an 
appropriate request was made and resulted in the issue of a Management Board 
Order dated July 12, 1977. 


The other Management Board Order issued in July 1977 was in the amount 
of $617,800 and was issued on behalf of the Ministry of Health. The Ministry 
apparently did not realize until the latter part of June that the amounts ex- 
pended under the Institutional Health Services Program, specifically Vote 3002-2, 
had exceeded the total expenditure authorized. A request for additional funds — 


was then prepared and resulted in the issue of a Management Board Order dated 
July 5, 1977. 


COMMENTS ON REVENUE AND EXPENDITURE TRANSACTIONS 103 





The summary in the preceding section of this Report also indicates that a 
Management Board Order in the amount of $695,000 was issued in May 1977. 
This Order was on behalf of the Ministry of Culture and Recreation and was 
dated May 16. Upon inquiry we learned that additional funds were required for 
payments to the Province of Ontario Council for the Arts under the Ministry’s 
Art Support Program, Vote 2803-2, and that an authorization for commitment 
had been approved by Management Board of Cabinet in November 1976. How- 
ever, the required authorization by Management Board Order was not requested 


until May 1977. 


106. Special Warrants. Section 4 of The Management Board of Cabinet Act, 
1971 provides for the issue of a Special Warrant, when the Legislature is not 
in session, authorizing payment of an amount required to meet an expenditure 
not foreseen or provided for by the Legislature and which is urgently required 


_ for the public good. 


Two Special Warrants were issued during the year ended March 31, 1977. 
The first was approved by Order-in-Council dated March 2, 1977 and authorized 
that the sum of $60,000 “be issued in favour of the Honourable the Treasurer 


of Ontario and Minister of Economics and Intergovernmental Affairs to be 
_ placed by him to a special account against which cheques may be issued for the 


) 


_ purpose of defraying the necessary operating costs of the Ministry for Northern 


_ Affairs for the period February :3,,1977,-to the end of the 1976-77 fiscal year ....”. 
_ An amount of $54,572 was expended. 


The second Special Warrant was approved by Order-in-Council dated 


_ March 16, 1977 and authorized that the sum of $6,250,000 “‘be issued in favour 


of the Honourable the Treasurer of Ontario and Minister of Economics and 
_Intergovernmental Affairs to permit and to authorize the Treasurer of Ontario 


to advance the sum, not exceeding Six Million Two Hundred and Fifty Thousand 


Dollars ($6,250,000.00) to the Ontario Transportation Development Corpora- 
_tion Limited. The Ontario Transportation Development Corporation Limited will 
deposit this amount with the Province of Ontario Savings Bank .. .”. The full 
amount of $6,250,000 was advanced as specified. 


The money was required by The Ontario Transportation Development 


Corporation to guarantee the performance by the Urban Transportation Develop- 
ment Corporation under a joint venture agreement between the Urban Transporta- 


tion Development Corporation and Hawker Siddeley of Canada Limited. The joint 
venture agreement and guarantee were to become effective on March 17, 1977. 


| 


i 
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COMMENTS ON CROWN AGENCY TRANSACTIONS 


107. Introductory Comments. The term Crown Agency for purposes of this seg- 
ment of the Report includes Boards, Commissions, Crown Corporations and other 
operations which are audited by the Provincial Auditor on an annual basis. Also 
included are similar agencies audited by public accountants subject to direction or 
review by the Provincial Auditor. A listing of the Agencies involved for the year 
ended March 31, 1977 is included as Exhibit 10 to this Report. The audit of the 
various Agencies was made in accordance with generally accepted auditing 
standards and accordingly included such tests and other procedures as were con- 
sidered necessary in the circumstances. 


Excluded from this segment of the Report are Crown Agencies which are 
audited by public accountants without any involvement by the Provincial Auditor. 
Agencies included in this category have been noted in section 2 of this Report. 
Also excluded from this segment of the Report are Corporations which are speci- 
fically described as not being Crown Agencies under governing legislation. Such 
entities, which include Ontario Energy Corporation and The Ontario Transporta- 
tion Development Corporation, are also audited by public accountants without any 
involvement by the Provincial Auditor. The auditors in these instances are elected 
by the shareholders in accordance with the provisions of The Business Corpora- 
tions Act. 


108. Inactive Crown Agencies. Three agencies were inactive as at March 31, 
1976 and were commented upon in our 1975-76 Report (section 130). These 
agencies remained inactive as at March 31, 1977. We made further inquiries re- 
garding the status of each agency: 


ONTARIO Deposit INSURANCE CORPORATION—On May 16, 1977 the Min- 
ister of Consumer and Commercial Relations advised: 


“The status of the Ontario Deposit Insurance Corporation has not 
changed during the past year and the corporation remains inactive. 


“While the Credit Unions and Caisses Populaires Act passed in late 
1976 provided for the establishment of the Ontario Share and Deposit 
Insurance Corporation, to afford protection for members of credit 
unions, it is still considered that O.D.I.C. may possibly be called upon 
to protect depositors with financial institutions. 


“Accordingly, 1 prefer to defer until a later date a decision with regard to 
the future of the O.D.I.C.”’ 


THE SHERIDAN PARK CORPORATION—On May 12, 1977 the Executive 
Director, Administrative Division, Ministry of Industry and Tourism notified us as 
follows: 


“A Bill was prepared in 1975 to repeal the Sheridan Park Corporation 
Act, but unfortunately because of the heavy legislation load did not get 
acted upon. A similar Bill was also prepared for 1976 and 1977 but 
again did not get to the Legislature. 
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“However, the Minister informs me that he plans to introduce this at the 


next session, and hopefully it will get acted upon and clean up this out- 
standing matter.” 


THE ONTARIO TELEPHONE DEVELOPMENT CORPORATION—In a memorandum 
dated May 17, 1977 the Deputy Minister of Transportation and Communications 
stated: 


ce 


. the situation respecting the above mentioned corporation has 
remained unchanged. 


“At the present time, however, there is a problem with regard to the 
independent telephone companies which may well require us to revive 
the Ontario Telephone Development Corporation. Consequently, I would 
appreciate it if you would defer any action in respect of the Ontario 
Telephone Development Corporation Act at this time.” 


109. Method of Audit Reporting. A report was prepared on each Crown Agency 
audit performed during the year and was submitted to the Agency involved and 
to the responsible Minister. Observations and comments were made on matters 
noted during the audits. Included in the reports were recommendations for im- 
provement in internal controls and in the general efficiency of the accounting 


_ process. Matters raised which, in our judgment, are of interest or significance to 
_ the Legislative Assembly are included in subsequent sections of this Report. Not 
all of the subsequent comment is of critical nature; many of our comments are 


for informative purposes only. Generally speaking, the caption of the section will 


| indicate whether the content is critical or informative. 


Each Agency is requested to respond to our audit findings and recommenda- 
tions. Relative views and opinions expressed in replies received from Agencies 
have been included for informative purposes without further comment by this 


Office, but will be reviewed during subsequent audits of the respective Agencies. 


110. Suggested Corrective Action and Recommendations Contained in the Pro- 


Vincial Auditor’s Previous Reports. It is our practice to follow up on suggested 


corrective action and recommendations during our next audit of the particular 


Crown Agency. The status of suggested corrective action and recommendations con- 
tained in our 1975-76 Report is indicated in Exhibit 11 to this Report. Exhibit 11 


also provides an update on the status of corrective action and recommendations 


not fully implemented per Exhibit 11 in our 1975-76 Report. 


111. Commission on Election Contributions and Expenses—Statutory vs Voted 


Appropriations. The expenditure of the Commission totalled $1,801,424 for 
_the year ended March 31, 1977. 


The Election Finances Reform Act, 1975, as it relates to the formation of 


the Commission, came into force on February 13, 1975. The Commission became 
_ Operational, and its first members were appointed, on May 8, 1975. 
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In reviewing the 1976-77 Estimates as well as details of items which appear 
in Volume 1 of the 1976-77 Public Accounts, we noted that certain of the 
Commission’s expenditures have been treated as statutory appropriations. Such 
expenditures consisted of the reimbursement of candidates’ campaign expenses and 
audit fees re constituency associations and candidates. For the year ended March 
31, 1977, these expenditures amounted to $1,409,641. However, section 8 of The 
Election Finances Reform Act, 1975, states that “the remuneration of the 
members of the Commission and the expenditures required for the operation of 
the Commission are payable, until the 31st day of March 1976, out of the 


Consolidated Revenue Fund, and thereafter out of moneys appropriated therefor — 


by the Legislature”’. 


We realize that certain of the above expenditures are incapable of being 


accurately estimated in advance. In the case of such expenditures, it is necessary 
to apply for Supplementary Estimates if the original supply request tabled in the 
Legislature is insufficient. 


The Chairman of the Commission responded as follows: 


cas 


. . the Commission in the preparation of its budgetary requirements 
each fiscal year makes due provision in its submission to the Board of 
Internal Economy for the payment of candidate expenses and audit fee 
subsidies, as may be applicable, and it has been on the advice of Office of 
the Assembly officials that such provision for payments be designated 
as Statutory. 


“Tt is furthermore, our understanding, that the Board has been reluctant 
to ask for Legislative approval to the commitment of funds for subsidy 
purposes until the need was justified, i.e—an election has been called. 


“If any change in the budget procedures presently being followed— 
which have worked satisfactorily in two election campaigns—is deemed 
desirable, it is a matter to be dealt with by the Legislature and not for 
this Commission.” 


112. The Centennial Centre of Science and Technology—Administrative Changes 


Recommended. At March 31, 1977 the balance sheet of the Centre reflected 
assets of $133,454. Liabilities, trust funds and contributed surplus totalled a like © 
amount. During the 1976-77 fiscal year operating income and operating expendi- — 
ture amounted to $1,324,723 and $6,076,217 respectively, resulting in a net — 
operating loss of $4,751,494. Net funds of $4,746,583 provided by the Treasurer | 


of Ontario reduced the net loss for the year to $4,911. 


We observed that components and materials recovered from exhibits re- | 
placed or dismantled are not reflected in the inventory records. Additionally, the — 


exhibit inventory control section is not always informed when an exhibit is dis- 


mantled. As a result, 59 exhibits costing $391,573, with estimated material cost 


of $130,000 could not be located during the March 1977 exhibit inventory count. 


In order to ensure adequate control over exhibits and moveable assets which 
make up parts of exhibits we made the following recommendations: 


COMMENTS ON CROWN AGENCY TRANSACTIONS 107 





1. The exhibit inventory control section always be notified when exhibits 
are dismantled. 


2. The inventory records reflect the description and cost of individual major 
components of exhibits. 


3. A salvage report of exhibits components be forwarded to the inventory 
control section when major parts are replaced or when an exhibit is dis- 
mantled. 


| In our opinion, materials totalling approximately $653,000 used in the pro- 
_ duction and maintenance of exhibits in the 1976-77 fiscal year are sufficiently 
_ costly to necessitate the implementation of the above recommendations. 


We also observed that cleaning services for the Centre have been provided 
by the same company on a cost plus basis since 1969. The basis for remunera- 
tion has never been stated in a formal contract. 


The cleaning staff evidently work overtime on a regular basis. This prac- 

tice increases the cost of cleaning services substantially since overtime premiums 

have to be paid. We therefore recommended that all overtime charges be re- 

viewed to determine their necessity. We also recommended that, in future, written 

_ quotations be requested from other cleaning companies to ensure that the Centre 
_ obtains the most advantageous terms. 


The foregoing comments were transmitted to the Centre on September 30, 

1977, the date of this Report. The Centre has not had an opportunity to respond 

_to our comments and we are, therefore, unable to present its views in the 
matter. : 


113. Office of the Ombudsman—Procedural Improvements Recommended. The 

financial statements of the Office of the Ombudsman for the year ended March 31, 

1977 reflect expenditure of $2,809,000 and revenue of $10,760. Expenditure are 
Made out of moneys appropriated by the Legislature, while revenue is deposited 
into the Consolidated Revenue Fund. 


During the course of audit we made a number of observations and recom- 


‘mendations. The following were included: 


1976-77 Expenditure 


| Funds totalling $2,300,000 were initially appropriated by the Legislature to 
defray the expenses of operating the Office of the Ombudsman. In December 
1976, the Legislature approved supplementary funds of $509,000, bringing the 
- Office’s total appropriation for the 1976-77 fiscal year to $2,809,000. 


In December 1976, the Office became involved in hearings relating to land 
| acquisitions in North Pickering. Payments in respect of the hearings to March 31, 
1977 totalled approximately $100,000. These unforeseen expenditures were a 
factor in the Office having insufficient funds left in its appropriation to meet the 
‘remainder of its 1976-77 obligations. Consequently, approximately $65,000 of its 
March 31, 1977 payroll, and certain suppliers’ accounts for goods and services 
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received prior to March 31, 1977, had to be deferred and paid out of the Office’s 
1977-78 appropriation. Accordingly, reported expenditures of the Office for the 
1976-77 fiscal year equalled its appropriation of $2,809,000. 


Vehicles 


As at March 31, 1977 the Office of the Ombudsman owned eleven vehicles 
and an additional six vehicles were on lease for one year. 


In our prior Report (section 141) we recommended that a policy or proced- 
ures regarding the use of vehicles be established in order to determine personal 
use for income tax purposes. This recommendation was not implemented and 
a taxable benefit was accordingly presumed for income tax purposes in the case 
of ten employees to whom owned or leased vehicles were assigned. The remaining 
vehicles were not assigned to specific individuals. We, therefore, again recom- 
mended that a policy or procedures be established to control the use of vehicles. 


Telephone Charges 


Long distance telephone charges totalled approximately $13,000 during the 
year. In our previous Report, we recommended that the Inter-City Network of the 
Ontario Government, which provides a telephone service to centres outside 
Toronto at a lower cost than long distance dialing, be used to the greatest extent 
possible. A review of March 1977 charges indicated no appreciable decrease in 
the number of long distance calls to locations also serviced by the Inter-City 
Network. 


In last year’s Report we also recommended that a procedure be instituted for 
reviewing charges prior to payment. As a result, a long distance call record was 
implemented for approval by the directors concerned. This procedure has not, 
however, proved successful. 


Management has advised that a Centrex system for handling and recording 
calls will be installed which will make it possible to identify calls by source. 


Travel Expense Claims 


Restaurant charges in connection with working luncheons or dinners attended 
by staff, and staff development meetings held in restaurants, are at present routinely 
authorized and approved. Under existing procedures for ministries, such pay- 
ments are not allowed except in unusual non-recurring situations, or unless specific 
authorization has been given by the agency head. 


Charges for meals appeared to be excessive in individual instances. It was 
also noted that charges for overtime dinners varied greatly among different mem- 
bers of the staff. There are no guidelines to outline the situations when such 
charges are acceptable. 


Delays of several months in submitting expense claims were noted. Existing 
ministry procedures call for expense claims to be submitted at least monthly and 
within ten days of the end of the month. 
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| We suggested that the Ontario Manual of Administration be followed where 
_ possible, and that procedures and guidelines be established to outline the policy 
_ of the Office in matters not covered in the Ontario Manual of Administration, 


_ Professional Services 
| 


| A senior official has continued to provide services to the Office, although his 
contract expired on August 31, 1976. For the period September 1, 1976 to 
March 31, 1977 the official was paid a total of $17,034. We recommended that 
a written contract be executed to support payments to the official after August 31, 
| 1976. 


Our comments were transmitted to the Office of the Ombudsman on 
September 21, 1977. As at the date of this Report, September 30, 1977, the 
Office had not had sufficient time to respond. We are, therefore, not in a posi- 
tion to present the Office’s views on the subject matter. 


114. Ontario Housing Corporation—Improvements Recommended. The asscts of 
the Corporation totalled $1,490,165,089 at December 31, 1976. Liabilities totalled 
a like amount. For the 1976 calendar year revenue amounted to $14,840,526 
while the loss on housing operations and other expenses totalled $66,643,025 
and $22,544,640 respectively. The financial statements of the Corporation are 
reproduced in Volume 2 of the 1976-77 Public Accounts. 


Temporary Help Services 


During the year ended December 31, 1976 the Corporation incurred the 
following expenditures in respect of temporary help: 








$ % 
CUETO S mo ct lot 1 a ac 66,196 9.08 
NS RIA (FOV OLIN CTE 0. fe. cfc sesiesesscessceesavonsssb ssn. snsdvaevonpststuncsveiuss 662,899 90:92 
| 729,095 100.00 











Our review of the above expenditures revealed the undernoted deficiencies: 


— the Administrative Manual of the Ministry of Housing defines temporary 
help as “individuals who are obtained from the Civil Service Temporary 
Pool or private placement agencies by the Personnel Branch for assign- 

| ments to branches throughout the Ministry. This category of staff is 

usually required to substitute for regular employees who are on vacation 
or are absent due to illness, or to provide work overload assistance. 


We noted forty-one cases of temporary employees being hired by the 
Corporation for a period ranging from five to seventy-one months, which 
is beyond what may reasonably be defined as temporary in nature. 


— We were unable to satisfy ourselves that the Corporation’s management 
had made genuine efforts to obtain temporary help services from the 
Civil Service Commission Go Temporary division before approaching 
outside employment agencies to supply these services. The division ad- 
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vised us that it was geared to accommodate 80 per cent of the Corpora- 
tion’s needs on request. 


We noted thirteen instances where the Temporary Employee Allocation 
forms did not indicate hourly rates to substantiate rates charged on 
invoices from agencies. 


Two of the agencies used by the Corporation failed to indicate classifica- 
tions of staff supplied on their invoices, making it difficult for the 
Corporation’s management to verify the correctness of hourly rates 
charged by the agencies. 


We noted that the basis of payment for overtime varied considerably 
between agencies and within the same agency. Certain overtime charges 
were made for time worked in excess of 36% hours and others for time 
worked in excess of 40 or 44 hours. 


We recommended that: 


a general review of the Corporation’s staff requirements and hiring be 
made by management to determine if the current practice of employing 
non-complement staff for periods in excess of what may reasonably 
be construed as temporary in nature is consistent with the Ministry’s 
Administrative Manual and Management Board of Cabinet policy on 
manpower control. 


The Civil Service Commission Go Temporary division be utilized as much 
as possible, especially since rates charged by the division are more 
favourable than outside agencies. 


the Temporary Employee Allocation form be properly completed to 
enable verification of rates on invoices with agreed rates. 


the basis of payment for overtime be established at the outset with the 
agencies used. 


Rent-Geared-To-Income Programs 


Following our review of the Corporation’s field manual relating to rental 
calculations and eligibility, we reported the undernoted comments to management: 


(1) Rent scale adjustments for services, as outlined in the Corporation’s field 


manual, have been effective since pre-1970. These adjustments include — 
monthly charges for the following services: | 


Heat $12 to $15 depending upon Provincial — 

location | 
Hot water $ 3 
Water $ 3 
Stove $ 1 
Refrigerator $ 1 
Electricity (family) $ 5 
Electricity (senior citizen) $ 3 
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(2) The definition of “Family Income” has also been effective since 
pre-1970 and provides for inclusion of only the first $75 per month 
income of all members of a tenant family other than the family head 

| or spouse. The definition further excludes from income, earnings of 

a spouse up to $900 per annum. 





) We recommended that the above noted conditions be reviewed in the 
light of current market conditions. Management subsequently advised us 
that: 


— rent scale adjustments for services are currently under review. Approval 
will be required from Central Mortgage and Housing Corporation 
(C.M.H.C.) before any adjustments can be effected; and, 


| — the Province cannot unilaterally alter the rent scale. Consequently, 
negotiations must take place with C.M.H.C. on this matter. To date, 
C.M.H.C. has not been very receptive to change, presumably because 
the same method of calculation is applied on a nationwide basis. 


Long Distance Telephone Charges 


Our review of long distance telephone charges revealed that the Province’s 
inter-city network was not being utilized to the fullest extent possible. A general 
‘memorandum issued by the Deputy Minister of the Ministry of Housing on 
October 25, 1976, indicated that approximately sixty-five per cent of long 
distance charges were for calls between locations served by the Province’s inter- 
‘city network. It is, therefore, essential that a concerted effort be made to improve 
controls over long distance telephone calls. 


A limited review of payments for long distance telephone calls revealed 
that a billing for $442, paid in February, 1976, included charges totalling $138 
for two overseas calls. We were advised by management that due to lapse of 
time no trace was possible to ascertain the nature of these calls. We recommended 
that billings for long distance telephone calls be carefully reviewed before pay- 
‘ment is made. 


| 
Other Matters 


Some of the control weaknesses commented upon in our 1975-76 Report 
(section 144) have not been fully corrected. For example, weaknesses in inventory 
and purchasing procedures noted in our 1975 review of Metropolitan Toronto 
District G were also evident in our 1976 review of Metropolitan Toronto District 
A and the St. Catharines Direct Management Office. In addition, little improvement 
was observed with regard to leasehold receivables and a concerted effort is re- 
quired to investigate and correct discrepancies in the lease accounting system. 


On August 18, 1977 the Corporation wrote to us and included the following 
-omments: 
Temporary Help Service 


“Your observations with respect to the employment of temporary help 
service during the year ended December 31, 1976, are accepted and will 
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be useful during the coming year. A general review of the temporary 
staff employed by the Corporation was completed in the Spring of 
1977 and numbers were reduced. A Cabinet submission regarding long- 
term temporary staff is presently under preparation and it is expected 
an enduring solution will result. 


“The personnel policy of this Corporation is to attempt to utilize the 
Civil Service Commission Go-Temporary division to the fullest extent 
possible. 


“Corrective action has been taken to ensure that temporary employee 
allocation forms are now property completed to enable verification 
of rates on invoices with rates agreed to between the Personnel Branch 
and the temporary agency. The basis of overtime compensation is now 
being established at the outset of the contracts with the agencies, as you 
have recommended. 


Rent-Geared-To-Income Programs 


(1) “Your observation with respect to charges for services is 
acknowledged. A study of all such charges is now nearing com- 
pletion and a submission will be made to CMHC later this 
year with recommended rate changes. 


(2) “The definition of family income referred to relates to the 
National Rent-Geared-To-Income scale. This rent scale has 
been reviewed repeatedly with CMHC over the past three 
years, and to date a replacement scale has not yet been devel- 
oped. Negotiations with CMHC will continue. 


Long Distance Telephone Charges 


“We are in agreement with your observations that more effective control 
over long-distance telephone calls is required. Considerable progress has 
been made during the past twelve months and the dollar value of such 
calls has been reduced substantially through increased use of the 
Inter-City Network. Under current procedures, all out-of-province calls 
are referred for the comments of the appropriate Branch Directors im- 
mediately upon receipt of telephone billings. Further improvement is 
expected during the next several months.” 


115. Ontario Land Corporation—Operational Improvements Recommended. At — 
March 31, 1976 the assets of the Corporation amounted to $338,443,992. Lia- 
bilities totalled a like amount. The financial statements of the Corporation are © 
reproduced in Volume 2 of the 1976-77 Public Accounts. 


Further to our 1975-76 Report (section 151) we continued to observe pro- | 
cedural deficiencies during the course of audit. Included were the following: 
Financial Reporting 


(a) Appropriate financial reports are not prepared on a regular, formal © 
basis during the year for review by the Corporation’s Board. Thus, the » 
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| Board may not be continuously aware of revenue and expenditure made 
throughout the year. 





(b) Due to the lack of interim financial data referred to in (a) above, no 


regular, formal comparison is made between budgeted revenue and 
| expenditure and actual revenue and expenditure. 


We believe the Corporation should prepare, for critical review, quarterly financial 
‘reports by land assembly. These reports should be prepared on a comparative 
basis to budget. 

| In addition to the regular financial reports, information of a non-financial 
nature should also be reviewed. This supplementary information could include 
details on the number of acres purchased, leased, leasable but vacant, etc. Infor- 
‘mation of this nature will aid in evaluating the effectiveness of the Ministries that 
act on the Corporation’s behalf in their present role as property manager. 


Management A greements 


| The presently existing management agreements are deficient inasmuch as 
_ they do not document adequate guidelines for financial reporting. The management 
| agreements remain general rather than specific documents. Although it had initially 
been agreed to develop detailed written guidelines to regulate the conduct of 
affairs between the particular parties, no such guidelines have as yet been pre- 
_ pared. 

| We recommended that the management agreements be amended or redrawn 
to define specifically both the types of records that are to be maintained and the 
_ reporting requirements that are to be fulfilled by the said Ministries. 


Land Acquisitions 


The Ministries performing duties under the management agreements have 
20 apparent operating mechanisms in place to account for funds advanced to and 
teceived from lawyers for land acquisition. For example, cheques have been re- 
_ ceived by the Corporation from lawyers who acted on behalf of the Corporation for 
and acquisitions. The responsible Ministries did not forward to the Corporation 
“any indication that the amount of the cheque was appropriate or correct. No review 
Was performed at the Corporation to ensure that the amount was correct, nor 
would it have been possible for the Corporation officials to have performed this 
review due to the limited documentation available to them. 


_ Accordingly, we recommended that all funds advanced to lawyers for land 
icquisition and any advances or balances thereof returned to the Corporation be 
‘eviewed and approved beforehand by the Ministries. This review would include 
comparing the funds advanced to the final statement of adjustments for properties 
durchased, balancing funds returned to the original amount advanced and to the 
inal purchase cost for the particular property, and ensuring that the interest earned 
m the excess advance is reasonable. 


sand Sales—North Pickering 


_ The Corporation officials presently perform little or no review of North 
ickering land sales made by the managing Ministry. Many of the land sales are 
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made through sell-back or buy-back arrangements. These arrangements provide for 
the property to be sold back to the original vendor or others at either the original 
cost or the original cost plus accrued charges. As well, the government may sell 
other properties at fair market value. Although these sale arrangements are in 
accordance with government policy, they are nevertheless somewhat complex 
and must be carefully controlled. 


Due to the complexities detailed above, we believe the Corporation directors 
or officials should review all land sales to ensure that proper sales prices and 
terms are being obtained. 


General 


As we commented last year, many of the aforementioned matters indicate 
the need for a better reporting system. To this extent, we still believe it would be 
beneficial if some type of central reporting authority were instituted. This would 
provide the means by which queries or follow-up work could be handled. Similarly, 
by insisting on better and more current reporting functions, the Corporation could 
reduce unnecessary after the fact efforts to clear up problem areas. 


The preceding comments were transmitted to the Corporation on September 
2, 1977. As at the date of this Report, September 30, 1977, the Corporation had 
not had sufficient time to respond. We are, therefore, unable to present the 
Corporation’s views on the subject matter. 


116. Ontario Northland Transportation Commission—Labour Utilization Study 
and Audit Recommendations. At December 31, 1976 the assets of the Commis- 
sion amounted to $163,836,073. Liabilities totalled $120,693,826 while retained in- 
come and contributed surplus were in the amounts of $34,384,471 and $8,757,776 
respectively. For the 1976 calendar year revenue, including subsidies of $6,057,987 
from the Province of Ontario and $2,355,618 from the Government of Canada, 
totalled $54,086,325 while expenses amounted to $51,258,391. The financial 
statements of the Commission are reproduced in Volume 2 of the 1976-77 Public 
Accounts. 


In the course of audit we noted that an independent labour utilization study, 
which commenced in November 1975, was completed in October 1976 at a 
total cost of $162,000. In the agreement dated October 21, 1975, the manage- 
ment consultants indicated that their study would generate labour cost savings 
from $260,000 to $270,000 during the first and each succeeding year following 
the implementation of their engineering program. The agreement also guaranteed | 
that the savings accruing to the Commission would, in the year following the com-» 
pleted installation, equal or exceed fees paid or the consultants would refund the 
difference. 


Management has advised that annual savings at the present time are esti- 
mated at $200,000. However, judging from information available, this estimate 
includes savings resulting from certain staff reductions which were due to a- 
decision by management to improve the Commission’s financial situation generally, - 
and not as a result of the independent study. 
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| We noted that an interim examination of the results of the study was to be 
conducted by the Commission’s Audit Committee in the near future. We recom- 
‘mended that the examination be exhaustive enough to establish clearly the 
amount of annual savings resulting from the study to ensure that the consultants 
had complied with the terms of their agreement. 

| We further indicated that in future, to comply with the provisions of the 
Province of Ontario Manual of Administration, specific approval should be ob- 
tained from the Management Board of Cabinet before committing to management 
consulting projects where estimated total costs are expected to exceed $100,000. 


| The following recommendations were also made: 


Greater care be exercised in adhering to established tendering procedures 
and that reasons for deviations be documented and retained on file. 


Ongoing agreements, such as the agreement with a firm dated November 8, 
. 1974 for the supply of journal bearings be reviewed periodically for price 
| changes and new suppliers. This would ensure that the Commission was 
T obtaining all possible savings accruing to it through the competitive tendering 
process. 


: Consideration be given to a feasibility study to determine the economic 

. | benefits of volume purchasing of such items as food, souvenirs, plastic cups, 

| etc., for all of the satellites of the Commission and its wholly-owned sub- 
sidiaries. 


| On May 26, 1977 the Chairman of the Commission’s Audit Committee re- 
_ sponded to the foregoing comments as follows: + 


) 


“Management has completed its report on the results of the consultants’ 
study in respect to labour cost reductions, and has concluded that the 
savings realized were in excess of the fee charged by the consultants and 
that no further action is required. 


“In future, commitments for management consulting projects in excess 
of $100,000 will be submitted to the Management Board of Cabinet for 
prior approval.” 


and 


“The above-mentioned recommendations and suggestions have been 
acted upon.” 


; 

| 

| 
| 


17. Ontario Place Corporation—Weaknesses in Internal Control. At March 31, 
977 the balance sheet of the Corporation reflected assets of $176,217, liabilities 
€ $157,703 and retained income of $18,514. During 1976-77 the Corporation’s 
acome and expenditure amounted to $7,252,713 and $7,243,703 respectively. The 
ormer figure included operating and capital grants totalling $2,797,000 from the 


'rovince of Ontario. 


if 
| 


| 


4arina Operations 


{ 
r 
| 


During the year ended March 31, 1977 income from Marina operations was 
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approximately $175,000. We analysed these operations and found certain 
control deficiencies. 


The marina manager has the responsibility for both the billing and receiving 
of contract revenue. The billing system, which employs unsigned pre-numbered 
contract forms as an invoicing medium, further hampers the control of revenue, 
since we have been advised that all patrons do not return the contract forms. 
Without an accounting of the numerical sequence of these forms, it is not possible 
to ensure that all revenues have been recorded. 


In order to relieve the marina manager from his dual duties we recommended 
that the finance department assume responsibility for mailing the contracts to 
clients and for receiving the mailed-in revenues. The marina department would 
continue to prepare the contracts, but would forward them to the finance depart- 
ment for mailing and verification of numerical sequence. 


Our examination also included a check on the sequence of the pre-numbered 
daily dockage receipts. Twenty-three receipts, representing 5 per cent of the 
sample tested, could not be accounted for. Again, as in the case with the contract 
revenues, because of missing receipts it is not possible to ensure that all revenues 
have been recorded. 


Accordingly, we recommended that the responsibility for the control of the 
receipt forms be assigned to revenue office personnel, who, in conjunction with 
their revenue control duties, could account for the numerical sequence of the 


dockage receipts. Further, we urged that both the original and the copy of any | 


cancelled receipt forms be retained. 


Other revenues associated with the Marina result from the sale of certain 
parking and guest passes. For the year ended March 31, 1977, the revenue from 
these sales was not reconciled with the issuance of the passes. Since the cash 
value of the passes makes it imperative to account for their usage, we therefore 
recommended that the Corporation reconcile such revenue. 


General 


As at the completion of our audit, July 18, 1977, charges of breach of trust 
and fraud have been laid against the Corporation’s Director of Programming, now » 
under suspension, and the Corporation’s former Director of Construction, Planning 


and Maintenance. A charge of fraud has also been laid against an individual not 


employed by the Corporation. Such charges relate to the alleged misappropriation 
of Corporation funds between May 1971 and September 1976. Trials relating 


to the above charges had not yet been held. 


| 


Additionally, during the year ended March 31, 1977 the Corporation’s — 


former Forum Operations Manager was convicted of fraud for his part in the 


misappropriation of certain Corporation funds during the 1974 and 1975 seasons. © 


Two other individuals (not employees of the Corporation) were also convicted 
of fraudulently billing the corporation for non-existent services. In connection with 
the latter two individuals, full restitution in the amount of $15,879 was made 
to the Corporation. 


{ 


! 
" 


} 
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| With respect to Marina operations, the Corporation subsequently advised 
- that: 


66 


. control over the seasonal and monthly slip contracts will be the 
responsibility of the Finance Department beginning with the contracts to 
be issued next season; as for the daily dockage receipts, the system was 
changed immediately following your audit to place control over the 
forms in the hands of revenue audit personnel, and I am assured that in 
1 future voided bills will be retained for audit. 


y “Control over parking passes now rests with the Finance Department. 
Issuance of Marina passes will continue to be handled by the Marina 
office; there will however, be an accounting for their usage to separate 
those issued free of charge from those issued for cash, and revenue will 
be properly reconciled.” 
(118. The Province of Ontario Savings Office. At March 31, 1977 assets of the 
‘Savings Office totalled $339,324,364 with corresponding abilities of $339,218,665 
‘and reserve of $105,699. For the 1976-77 fiscal year revenue and expenditure 
amounted to $28,084,722 and $27,300,780 respectively. The balance sheet of 
, the Savings Office is reproduced in Volume 1 of the 1976-77 Public Accounts, 
"page Die 


Amounts received from the public are held in individual accounts on which 
‘interest is paid, and on which the depositor may draw cheques. Funds in excess 
of the day-to-day requirements of the Savings Office are deposited with the 
Treasurer of Ontario. During 1976-77 the Savings Office provided the Treasurer 
of Ontario with funds averaging in excess of $265,000,000. The ratio of net 
Operating cost to the average funds so provided was calculated at 8.65 per cent. 
By comparison, we were advised that the average cost of long-term provincial 
_ borrowing for the year was 9.93 per cent. 


The Agricultural Development Finances Act makes no provision for the 
making of loans, either directly or by way of overdraft. As was noted in our 
1975-76 Report (section 148), in one branch of the Savings Office certain Min- 
'iStries. are at times carrying substantial overdraft balances on which no over- 

draft interest is being charged. At March 31, 1977 such overdrafts totalled ap- 
proximately $4,183,000. We again recommended that the practice of allowing 
| such overdrafts be discontinued, and that the Ministries be so advised. 


| 


119. Soldiers’ Aid Commission—Questionable Need for Grants Received. As at 
March 31, 1977 the assets of the Commission were in the amount of $188,475. 
Surplus totalled a like figure. During the 1976-77 fiscal year the Commission’s 
_ revenue and expenditure were in the respective amounts of $46,222 and $30,377. 
The former figure included a grant of $35,000 from the Province of Ontario. 

| As at March 31, 1977 the surplus of the Commission consisted of cash in 
‘he amount of $40,759 and investments of $147,716. A review of the Estimates 


‘or the 1977-78 fiscal year indicates that, as in previous years, provision has been 
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made for a grant to the Commission via the Ministry of Community and Social 
Services. This grant has been estimated at $35,000. 


Taking the Commission’s existing surplus into consideration, we recom- 
mended that a Ministry decision be made as to the timing of grant payments 
to the Commission, i.e. whether such grants should be paid without reference to 
the Commission’s financial position, as presently appears to bé the case, or whether 
such payments should be deferred until such time as there is a definite need for 
the funds. 


The Commission subsequently commented as follows: 


“In view of the present Government constraint programme, your 
Auditor’s recommendation regarding a Ministry discussion as to the 
timing of grant payments is indeed relevant. The Commission’s only 
concern in this regard is that a precedent may be set during the period 
of surplus that would adversely affect our operation in future years 
when surplus from the investment funds are no longer available.” 


120. Star Transfer Limited—Improvements Recommended. As at December 31, 
1976 the assets of the Company totalled $5,631,900. Liabilities and reserves 
amounted to $3,187,651, while capital and retained income totalled $2,444,249. 
For the 1976 calendar year revenue and expenses, including retirement of the 
unfunded liability ($595,839) of the contributory pension plan, amounted to 
$8,143,233 and $8,542,238 respectively. 


Star Transfer Limited was incorporated as a private company on January 2, 
1951, and was subsequently purchased by the Ontario Northland Transportation 
Commission under an agreement dated July 11, 1960. Since that time Star Transfer 
Limited has operated as a wholly-owned subsidiary of the Commission, and has 
provided trucking service throughout northeastern Ontario. 


Our audit of the Company’s records included a review of the accounting 


procedures and system of internal control. We felt that the following recom- | 


mendations would strengthen existing procedures and related controls: 


(a) payrolls be subject to review and final approval by the financial con- 


troller and evidenced in writing, to provide internal check in a system | 


where segregation of duties is limited; 


(b) adequate procedures be documented and appropriate personnel advised : 


to ensure that unclaimed wages are promptly recorded, re-deposited | 


within a reasonable time, and subject to review by the financial con- 
troller; 


(c) as a safeguard against irregularities, the control of unused cheques be © 


reassigned to one who does not sign cheques, control the facsimile 
signature plate, or operate the cheque signing machine; 


(d) terminal bank accounts be reconciled monthly to verify receipts trans- 
ferred from terminals; 
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(e) long outstanding cheques be investigated, and if necessary, cancelled 
by stop payment; 


(f) pro bills, summarized on the computer generated list devised to detect 
and correct billing errors and omissions, be followed up on a timely 
basis; 


(g) petty cash vouchers and attachments be cancelled to prevent their 
reuse. 


Certain of the above recommendations were also covered in an internal audit 


_ report dated J anuary 5, 1977. 


At year end the accounts receivable aged analysis revealed that approximately 


_ $138,000 was past due 90 days and over. We recommended that collection efforts 


be increased to reduce as far as possible the additional working capital required to 


_ meet this situation. Additionally, a review of the current collection procedures and 


related correspondence indicated that a well defined and co-ordinated collection 
policy should be developed, approved, and implemented as soon as possible. 


The Chairman of the Audit Committee of the Ontario Northland Trans- 


portation Commission replied to our comments on May 24, 1977: 


“All of the observations outlined above are acknowledged and the 
recommendations have been put into effect.’ 


and 


“A concerted effort is being made to reduce the amount of outstanding 
accounts receivable, particularly those’ that have been outstanding 
beyond a reasonable time. 


“In addition, the collection procedures are being reviewed in order to 
develop a well-defined collection policy.” 


} 

121. Workmen’s Compensation Board—Procedural Recommendations. At De- 
cember 31, 1976 the assets of the Board totalled $913,509,000. Liabilities totalled 
$1,417,063,000 resulting in an unfunded liability of $503,554,000. For the 1976 
calendar year income and expenses amounted to $514,735,000 and $500,271,000 


- respectively. 


Our report to the Board on the audit for the year ended December 31, 1976 


included numerous observations and recommendations. The following were in- 


cluded: 


Electronic Data Processing (EDP) 


} 


f 
4 


The workload created by the need to ‘accept and package’ new systems is 
causing a considerable drain on the staff resources of the Board’s Data Control 
Section. The equivalent of four Application Co-ordinators and two and one half 
Data Control Clerks are cited as being involved in these activities. These figures 
represent 100 per cent of the Co-ordinators and 50 per cent of the Clerks. 
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In order to cope with implementing the new systems, Data Control procedural 
improvements such as procedure writing, schedule preparations, and documenta- 
tion maintenance are not being done. These improvements should not be delayed. 
A careful review of cause and effect should be made in order to alleviate present 
and future problems in resources allocation. Problem possibilities include in- 
complete work in the systems development area, and/or unrealistic implementa- 
tions timing, and/or staffing levels in Data Processing. 


An internal audit report of March 7, 1977 details considerable default in off- 
site cycling of data files. The report includes the statement that “It would appear 
that the contents of the offsite storage facilities are inadequate to recreate lost, 
destroyed, or damaged critical data files. This facility does not contain all cur- 
rent versions of critical user data files”. Internal audit also issued an interim 
memorandum on the subject of off-site storage on March 4, 1977. It stated, in 
part, that “In the event of a major disaster in our computer centre the Board would 
be in the position of being unable to reproduce information critical for continued 
operation”. We feel that it is important that users, information systems and data 
processing personnel, and internal audit staff work together to collectively identify 
key data files, as off-site file storage is a vital safeguard. 


The internal audit routines related to Data Processing do not appear to 
be completely documented, and several routines are imbedded in a questionnaire 
format which tends to promote their being conducted together. We recommended 
that the routines be reviewed and individually documented as to purpose, nature 
and timing. Particular attention should be paid to the scheduling of operational 
compliance reviews such as those related to the tape library, off-site storage, 
documentation, and data control. We believe each of these areas should be re- 
viewed four times a year. In addition, the internal audit staff should keep abreast 
of systems maintenance activities in the same way as systems development is 
being monitored. In our opinion, the redesign of the EDP Audit Program should 
be scheduled for early completion. 


Internal Audit 


The importance of independence of an internal audit department may in part 
be reflected by some of the pronouncements made by The Institute of Internal 
Auditors as follows: 


“Independence is essential to the effectiveness of the internal auditing 
program.” 


“The organizational status of the internal auditor and the support accorded 
to him by management are major determinants of the range and value of the 
services which management will obtain from the internal auditing function.” 


“Maximum independence can be assured the internal auditor by having him 
report to the president, or even the board of directors.” 


Currently, the organization structure within the Workmen’s Compensation 
Board is such that the head of the Board’s internal audit department reports 
directly to the Executive Director of Financial Services. Since the Executive 


COMMENTS ON CROWN AGENCY TRANSACTIONS 121 





_ Director is very much involved within the financial framework of the Board’s 
_ activities, we believe that the independence of the internal auditor, especially 


within the Department of Financial Services, may potentially be weakened. 


The internal audit department each year establishes a program of audits to be 
conducted during that year. We have been made aware that the program so 
established for 1976 was largely neglected due to internal audit personnel being 
assigned to various accounting matters because of a shortage of staff within certain 


_ of the Board’s departments. 


We have been advised that approval in principle has been given by the 


Board to establish an Audit Committee and that the terms of reference of such 


a committee are now being formulated. 


We recommended the following be included within the terms of reference of 
the internal audit department: 


(i) That the internal audit department report directly to the audit com- 
mittee. 


(ii) That a member of the internal audit department be consulted from 
time to time by committees established within the Board relating to 
system design and application. 


(111) Since objectivity is essential to the internal audit function, the internal 
auditor should not be directly involved in developing and installing 
procedures and maintaining complete responsibility for the prepara- 
tion of records on which he will eventually be commenting after the 
completion of his audit. 


Assessment Rates 


The Silicosis Fund operates as a fund within the Schedule 1 Accident Fund. 
Specific employers, as reflected under the Board’s applicable rate numbers, are 
charged assessments relating to this disease. Benefits paid to the employees con- 
_tacting the disease are an expense of this Fund. 


During 1976 the Board substantially increased its assessment rates to the 
above employers, with a more significant increase ($3.00 for 1975 to $10.00 in 
1976) being levied on the uranium mining industries. We were informed by 
the Board that this increase was partially influenced by a clerical oversight, in 
that the 1975 assessments were not issued until 1976. Accordingly, it appears 
that the 1976 rates were established without taking into consideration the 1975 
_ assessment income, which was recorded during 1976. 


Upon reviewing the assessment rates for 1977 we found that the $10.00 rate 
will still be retained. Further, upon reviewing the significant growth within the 
Silicosis Fund from 1975 to 1976 from approximately $5,000,000 to $8,200,000, 
and anticipating future assessments and claim payments, the level of funding 
appears to have changed. As a result an excess burden may be levied on the 
applicable employers at the present time. Since the 1977 assessment rates have 
already been established we suggested that the Board review, in greater detail, 
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the silicosis assessment rates for 1978 and implement changes where it considers 
it to be appropriate. 


The Ontario Ministry of Labour, subsequent to an Order in Council, may, 
on an annual basis, require the Board to levy a special assessment under section 
29 of The Construction Safety Act, 1973, upon Schedule 1 employers in order to 
defray the estimated expenses of the administration of The Construction Safety 
Act. 


Since 1974 the Ministry of Labour has established a total requirement for 
the above purpose amounting to $6,700,000 and as a result of this requirement 
the Board, on behalf of the Ministry of Labour, has levied and received $7,115,000 
from the employers in Schedule 1. The above activities from 1974 to the end 
of the Board’s 1976 fiscal year resulted in an overlevy of $415,000 to Schedule 
1 employers. 


We suggested that the above overlevy should be taken into consideration 
when establishing the 1977 special assessment rates relating to Schedule 1 em- 
ployers. If this was not possible due to the finalization of the 1977 assessment 
rates, we recommended that in subsequent years, as requirements are established 
by the Ministry of Labour, previously overcollected or undercollected amounts 
be taken into consideration when special assessments are made. 


Board Minutes 


The Board is in the practice of approving investment transactions by way 
of minutes. An attempt was made to agree the investment transactions as de- 
tailed in the investment reports with the transactions that were ratified within the 
minutes of the Board. The following discrepancies were noticed: 


(i) The total purchases for the week ending March 12, 1976 in both the 
Superannuation and the Schedule 1 Accident Funds amounted to 
$11,750,000, of which $3,500,000 related to superannuation investment 
purchases. In the minutes of the Superannuation Fund the Board rati- 
fied purchases totalling $11,750,000 rather than $3,500,000. 


(ii) For the week ending January 30, 1976 the Board approved invest- 
ment purchases totalling $4,000,000, whereas this transaction was 
recorded in the investment report, maintained in the investment de- 
partment, as sales of that week. 


In the above cases the discrepancy occurred when information was transferred 
from the investment reports to the minutes of the Board, with the result that 
the Board was ratifying incorrect information. We also noted that most of the 
minutes of the Superannuation Fund were not signed. 


In view of the foregoing, we recommended that the Board review the ade- 
quacy of information which it authorizes and that all minutes of Board meetings 
should be signed by the designated Board members. 


With respect to the foregoing comments the Board subsequently wrote to — 
us as follows: 


ee 


COMMENTS ON CROWN AGENCY TRANSACTIONS 





Data Processing 


“The implementation of new systems was expected to place a strain on 
all staff resources, not just that of the Control Section. Staff changes 
were made in January 1977 and a project team was created to ensure 


satisfactory documentation and that the computer programs were opera- 
tional. 


“This situation is constantly under review, however it is anticipated that 
resources will be tight for at least another year. 


“There is an on-going evaluation to protect data files. We are currently 
cycling all disk files off-site weekly and DOS tapes weekly except 
Payroll, which is done monthly. 


“The new OS systems are being evaluated for cycling data files off-site 
as installed. 


“Data Processing audit routines are under review and their frequency 
will be determined by availability of resources.’ 


Internal Audit 


“Although I believe that the degree of independence being suggested may 
be theoretically ideal, I question whether it can ever be attained in 
practice by an Internal Audit Branch. It is my understanding that court 
cases in the USA and Britain have found that an independent firm of 
public accountants is not independent when too large a percentage of its 
fees comes from one client. I also understand that the Canadian Institute 
of Chartered Accountants has similar misgivings regarding the question 
of the independence of actuaries. 


“However the Board has taken two steps to secure a more impartial re- 
view of its financial affairs by giving direct access to the Management 
Committee to the Director of Internal Audit should he believe it neces- 
sary and by the creation of an Audit Committee which of course will 
have the right to discuss the financial affairs of the Board with both the 
Internal and External Auditors without the Executive Director, Financial 
Services being present. 


“As you, through your nominee, have been asked by the Board to assist 
in determining the duties and responsibilities of the Audit Committee, 
any suggestions you have as to the terms of reference of the Internal 
Audit Branch should be addressed to that Committee.” 


Assessment Rates 


“There was a clerical error in 1975 which resulted in 1975. silicosis 
charges not being issued until 1976. Under the new assessment system 
1977 silicosis assessments were issued automatically by the computer 
when the firm’s regular assessment was issued. 


c¢ 


., we note the suggestion with regard to reviewing the silicosis rates 
for 1978 in greater detail. It is perhaps relevant to note that, as for all 
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rates, we will continue to consult with the appropriate section of industry 
prior to establishing the 1978 assessment rates. This consultation in- 
cludes a presentation of all relevant fiscal results and our interpreta- 
tion of them. 


“The overlevy will be taken into consideration when establishing the 
1978 percentage.” 


Board Minutes 


“The Provincial Auditor noted two discrepancies in the Board Minute 
Books relating to investments and these were promptly corrected at the 
time of the inspection. 


“In late 1975, the system for transmitting reports on investment trans- 
actions from the Financial Services Division to the Board for ratification 
was undergoing change. While the weekly reports which the Board 
Members then ratified by signature for the Corporate records were 
accurate, two errors occurred in the transference of the data from the 
report to the Minute books. This resulted from a format change in the 
transmittal documents and the format was subsequently improved for 
greater clarity. No errors have occurred since. 


“In addition the system for proof reading of entries in the minute books 
has been revised to ensure absolute validity. 


“Minute books are always signed after the event and on occasion due 
to absences or work volume, the monthly signing has been delayed. This 
situation has also been corrected and Minute books are now being signed 
regularly.” 


Dtle 





= 


ir8 


» 


4 


th 


“ 


NOE Mer TRNNGE oe erv 


AP 


TA ava ) 


sun 
oat ‘.40 
Le) i 
% 
’ 
77 


ww 


o 


i a 


‘ 


Bay: 


126 AUDITOR’S REPORT FOR 1976-77 





ACKNOWLEDGEMENTS 


In conclusion I wish to acknowledge, with sincere appreciation, the courtesy 
and co-operation extended to this Office by officials and staff of the ministries, 
agencies and Crown corporations during the conduct of the audit. 


I also commend and offer my thanks to my own staff for loyalty and devo- 
tion to their duties during the year. 





F. N. Scott, C.A., 
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EXHIBIT 1 
STATEMENT OF CONSOLIDATED REVENUE FUND 
Year ended March 31, 1977 
1977 1976 
$ $ $ $ 
OPENING BALANCE 
Cash, temporary investments 
and marketable securities ..............:c..s6. 1,031,041 ,384 856,301,037 
BUDGETARY TRANSACTIONS 
SOMO | eae 10,692,519,473 9,152,266,682 
BP MATICICLITC.. cchcs scenes sonverounse cs 11,921,237,211 10,632,241 ,331 
Budgetary Deficit .............. (1,228,717,738) (1,479,974,649) 
NON-BUDGETARY TRANSACTIONS 
Loans, Advances and 
Investments 
TU [AS ee eerie Danial 265,374,793 248,423,019 
Disbursements. ..2.i03.:.50, 907,291,213 1,305,052,595 
_ Net Increase in Loans, 
Advances and Investments (641,916,420) (1,056,629,576) 
Trust Administration Functions 
Oe ae ar ee 2a 398,826,405 307,399,011 
CTPA Se ie eee Bi 116,525,210 99,380,533 
Net Increase in Trust 
Administration Functions 282,301,195 208,018,478 
Non-Budgetary Transactions . 
GEG... Bese aie... fk coes sc. (359,615,225) (848,611,098) 
SREP IPE QUIREMENTS ® i5c/0..d05clidstyosacdbeeveecesgupsees (1,588,332,963) (2,328,585,747) 
DEBT TRANSACTIONS 
Proceeds of Loans** ........ 1,691,563,565 2,620,101,669 
Retirements of Loans ...... 330,336,294 1,361,227,271 116,775,575  2,503,326,094 
~ CLOSING BALANCE 
Cash, temporary investments 
and marketable securities 


ws Pre eaaerer erie 803,935,692 1,031,041 ,384 











*Includes advances to and repayments from Ontario Hydro. 
**Includes borrowing activities on behalf of Ontario Hydro. 


See accompanying Summary of Significant Accounting Policies (pages 6-7) and Schedules to 
Statement of Consolidated Revenue Fund on pages 14 to 28. 


Referenced page numbers are to Volume 1 of the 1976-77 Public Accounts. 
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Assets 


Cash, temporary investments and marketable securities 
Advances: tO: ONtALics PEVCL 6 secar poesia sts cee coke cere eee 


Advances and investments—other corporations, boards 
AN, COMMISSIONS Sissel eins bk bieckc eee 


Investments in water treatment and waste control 
facilities. (at cost less TECOVETIES) <sc...4.<:02ecscereecsccsenseese 


Loans. to. Municipalities ji ec aicsatesery sa wensterte wie 


Oiher Inns. atid cin yescierits: 22. sacavscncss sts ceex tates eee 


TOtal recorded: Assets: a. lio tee ee 


Netrdebt ns nbcie ce ee ches ee ee 


9,030,530,424 


1977 
$ 


803,935,692 
2,556,735 ,540 


4,333,222,881 


780,556,952 
299,568,343 
256,511,016 


6,156,761,970 





15,187,292,394 


PROVINCE OF 
STATEMENT OF ASSETS AND 


1976 
$ 


1,031,041 ,384 
2,307,056,636 


4,102,188 ,993 


666,210,360 
271,790,254 
237,432,069 


8,615,719,696 


4,928,044,232 


13,543,763,928 


See accompanying Summary of Significant Accounting Policies on pages 6-7 and Schedules to 


Statement of Assets and Liabilities on pages 29 to 46. 


Approved on behalf of the Ministry of Treasury, Economics and Intergovernmental Affairs. 


A. RENDALL DICK, Deputy Treasurer of Ontario and Deputy Minister of Economics 


and Intergovernmental Affairs. 


G. McINTYRE, F.C.A., Executive Director, Treasury Division. 


Referenced page numbers are to Volume I of the 1976-77 Public Accounts. 
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EXHIBIT 2 

ONTARIO 
LIABILITIES AS AT MARCH 31, 1977 

Liabilities 

1977 1976 
$ $ 

Deposits with The Province of Ontario Savings Office 339,218,665 286,726,596 
MIE MOERNEANINIG 1. eater Soo oe soc easiness... ck, 1,140,114,062 951,227,021 
Deposit, trust and reserve aCCOUNES 0o....ecccecccecececcceecceccesees 228,325,489 187,403,404 
BOS DAYVADICOR Mate bose loieccs de decdowda soglekeiaccadchadece. se 75,304,774 60,573,087 
REE COILS BN re fe kaso eeces ccorecmccee.nsn 130,000,000 325,000,000 


13,274,329,404 
15,187,292,394 


11,732,833,820 
13,543,763,928 




















Contingent liabilities: bonds, debentures and loans 


Suatanteed Dyathe Province. .....,...<:..<00s:s.ceooeoc;,oooseassees. 5,734,631,542 $,027,075,146 


I have examined the Statement of Assets and Liabilities, and related schedules, of the 
Province of Ontario as at March 31, 1977 and the Statement of Consolidated Revenue Fund, 
and related schedules including the Statement of Revenue and the Statement of Budgetary 
Expenditure, for the year ended on that date. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures 
as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial position of the 
Province as at March 31, 1977 and the results of its operations and the changes in its financial 
position for the year then ended. The financial statements were prepared in accordance with 
generally accepted accounting principles which, except for the changes in accounting treat- 
ment outlined on page 7 of Volume 1 of the Public Accounts, were applied on a basis con- 
sistent with that of the preceding year. The generally accepted accounting principles are those 
_felative to government accounting and are described under the heading of “Summary of 
Significant Accounting Policies” on pages 6-7 of Volume 1 of the Public Accounts. 


In accordance with section 20 of The Audit Act, a report will be made to the Legislative 
_ Assembly. 


F.N. Scott, C.A., 


| Toronto, September 30, 1977 Provincial Auditor 
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STATEMENT OF REVENUE 


Year ended March 31, 1977 


RECOVERY OF PRIOR YEARS’ EXPENDITURES .oecc.cccccccsscecsceseeeee 


TAXATION 
Pérsonal Income “Fatih M64: 1cc.:.c ee ae ee 
Retail: Sales) TAX cn ic.6,c1ccecs tax catrai teh dane ca eee ee 
SSOLPOLALION sf AXNGS aeiicth ow.ccsace ee eee ee 
Gasoline: “CAS: ‘saan ater Mebagiarcyeuoint ae ae 
Federal Government Income Tax Revenue Guarantees 
To baccor Tax: Ay ees rai ei eee 
Other 


FROM a meee meee eee eee te H EEE HEHEHE HEHE SE HEE HEHE EE EEE EEE HEHEHE HEEE EEE E EP EEES EEE 


PROFITS FROM CROWN CORPORATIONS AND BOARDS 
Liquor Coniral Boatd of Ontatio- ain. eee 


Pee errr reser ese e eee aeeeessereer sessed eOOdde seeders dedi veesesedeereeseeeresesecesocion 


CTP O Ces rere reer sere erereeereeeOOSeEEO ODOR OEOEE EO eeEde Seeder seeeseseeeesere 


GOVERNMENT OF CANADA 
Reimbursements of Expenditures 
Hospital Insurance and Diagnostic Services Act— 
hospital ‘operations cas. vile ea eee 


OUNCE: scledhal din nai ee 


REIMBURSEMENTS OF EXPENDITURES oecececcccccccccececececsceeeeccceceeee, 
INTEREST 


CREDA CCE SESE SOMOS Soa SEVIS e aaes CKO bbOUbOOSeCdONesLebee Ces ddasesehdvesdcenaesodedcee 


REVENUE 


ee MODS OCMC OE CDC OS oO edOS ede daC oe sodEsehOddReodbhecescedededsoebaecedebedecocesdr ood 











EXHIBIT 3 

Lots 1976 

$ $ 

11,694,795 14,303,644 
1,782,1975362 1,571,155,810 
1,775,114,499 1,327,637,412 
1,001,722,894 1,140,039,319 
507,844,279 505,098,008 
495,513,000 255,499,000 
157,328,462 104,102,675 
41,652,820 63,081,453 
244,595,254 238,564,994 
6,005,968,570 5,205,178,671 
42,138,982 40,349,567 
412,651,192 327,823,920 
51,436,568 46,504,400 
302,195,807 333,500,000 
76,000,000 42,000,000 
378,195,807 375,500,000 
2,780,379 2,599,868 
14,380,651 7,742,180 
10,554,009 7,454,357 
24,825,123 21,437,541 
798,656,250 572,521,648 
Bo load a 32,421,830 
13,361,208 9,932,700 
1,027,042,237 848,620,261 
471,708,256 443,938,609 
359,962,821 287,661,054 
189,859,080 167,473,085 
181,557,682 176,297,806 
2,230,130,076 1,923,990,3 ha 
3;079,a01 5,693,087 
2,235,809 ,467 1,929,683,902 
31,093,454 29,785,926 
623,197,265 533,026,465 
10,692,519,473 9,152,266,682 
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EXHIBIT 4 
| STATEMENT OF BUDGETARY EXPENDITURE 
Year ended March 31, 1977 
1977 1976 
$ $ 
_ GENERAL GOVERNMENT— 
Office of the Lieutenant Governor ..........ccccccceccseecseesseeen 92,597 93,092 
ECE COLMUIG GASSEITIDI Yess toss cose ses ccareass steaaiesssccedscsstezevoessane 16,751,833 30,310,311 
(ces ite FILER Etsy ot gO ae eee Rear 1,442,526 1,337,101 
UR ee ne ae eee ren 1,002,099 942,628 
Meaccnicnt Board "OF Cabinet 2:2... 2.00. Wi..ccgieoneeecd 8,140,450 7,503,587 
“Office of Provincial Auditor .....c..ccccccccscccsssescssecseseessteeen 1,706,630 1,544,261 
Metfice of the Omibudsmat  ...c....cccccisclsdssesssssesteescssenteeset 2,809,000 1,297,044 
Government REVS Oe oe, Pare ee ads wha et eee dou aes sedcunstesec stance 295,679,743 288,380,837 
Northern OT a rece ee cae dns os, 257 cis atanechudeghsandes 57,334 
SAIS 2 Re cn Se es fo Le ee ee 197,869,618 172,995,073 
‘Treasury, Economics and Intergovernmental Affairs .... 1,580,635,395 1,288,603 ,094 
Justice Pouicy Fretp— 
Yc een ste sNa Sue his Ee acanps cape nanos deh saehsunap oto snsigns 367,904 353,200 
ettorney SS EL Av OR US gg a 118,916,190 100,491,692 
Consumer and Commercial Relations ..........0...:c:ceee 60,488,416 43,337,457 
Correctional SSI NM ee Oh SRT Wicca cena Man Souedtbere, ake 144,651,904 122,338,819 
EGlicitor RIOT ee, tl Feu es deni bcenixeenepsesaeotuin 143,723,061 128,018,608 
RESOURCES DEVELOPMENT POLicy FIELD— 
meesources Development Policy  ....:......:..00....-sccs-esscssessoeses 3,045,549 2326322 
MRR NEES eeaT OK eto eects too aa Sete one saecotaiansdsevnsvoais 165,636,082 151,787,714 
NE Fc sa Pee egt PEI as Sana vo cae iengtesoebeatdes vues opboceseleesewapes 3,679,707 3,480,519 
ep re ate RR aula 2 © — aac arr a eae eae ona eT 98,808,847 82,956,640 
te ee eG ee 157,195,188 191,951,233 
ESET CAI UOL ESI ponies, os cck tere sonpeeeees: Gmerseo*tariers-eres 56,247,463 50,151,057 
RR eke eer A eek aes trae isc entenrevtnanestenisnaosesoad 20,461,236 19,044,309 
Br RE ounces Fhe ds ek ota ma .cte 239,442,268 207,658,476 
‘Transportation BIW CASI ICALIONS hoe css cqhsvose-meecrtones => 966,023,608 964,207,211 
SoctaL DEVELOPMENT Po icy FIELD— 
Hepcial Development Policy. ..csccscossscccscecsssssssssssssssscssssseeeeeees 2,001,461 1,755,226 
MeOlleges and Unive FSities ..........1....0sece--cccossecsrssrrsersedoonoes 1:157,565,60. 1,019,134,305 
‘Community and Social Services ..:cccoeccrencneneee 947,097,501 881,473,684 
Mealture and Recreation ....cccssssosccscscecccssessesssesessessesssesseesers 144,020,494 108,542,683 
LMT 50h... Medea Uiese sv accere soe csee Lis snnssncntncnshotesdsncnekosussese 1,984,215,051 1,775,584,142 
EY ooo Ren tee closest iibss secs tb eousebpeasaoeesTeveneoedeierceses 3,401 462,225 2,984,641 ,009 











11,92) 237,211 10,632,241 ,331 
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DATE OF 
ORDER 


jeMar. 1, 1977 


April 12, 1977 


| Mar. = 1, 1977 
Mar. = 8, 1977 


Jan. 13,1977 
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Administration Program: 
Ministers Office 


EXHIBIT 6 
MANAGEMENT BOARD ORDERS 
AMOUNTS AUTHORIZED AND EXPENDED THEREUNDER 
DURING THE YEAR ENDED MARCH 31, 1977 
MINISTRY 
PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Office of the Lieutenant Governor 
Office of the Lieutenant Governor Program: 
Office of the Lieutenant Governor ............ 8,700 3,597 
8,700 3,597 
Office of the Premier 
Office of the Premier Program: 
ROTO G PIP LOE COMUET. oii he rrte se ccevondennnesceee 23,000 22,526 
23,000 22,526 
Management Board of Cabinet 
Se RT ee Resp tens ACRES 12,200 2,362 
she aD pe ARG Ee OBES ee eee OSE 10,200 5,705 
Policy Development Program: 
San te been ie tre 365,100 365,100 
Sascrtaceth bene’: Bree ME EEE 115,000 77,245 


April 12, 1977 
Mar. 29, 1977 


i 
| 
3 
| Mar. 1, 1977 
_ Mar. 1,1977 
' Mar. 8, 1977 
_Mar. 8, 1977 


Personnel Policy 

Management Policy 
Management Board Analysis Program: 

Programs and Estimates. .................-..cseseee 139,000 74,004 
Management Audit Program: 

Operational Review 

Personnel Audit 
Employee Relations Program: 

Staff Relations 


A eee meen ceeereceeessseseeseesssresesee 


8,000 — 


seer rae 11,800 — 
Retr eashesasies sok castoares: 39,000 Lisi23 
elena iny ee haere irehnrmpnrr note 55,800 — 
eter <a es eee 
756,100 536.139 


ie eee 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Government Services 
Ministry Administration Program: 
Mar, 11,1977 Personnel. “S€TViCes 2s sccececeits weedeat 74,000 8,645 
Mar. 1, 1977 Financial (SeTvicesy <x: eee 187,300 124,580 
Aprile 35,3977 Administrative Services? ,).....4,..c9ee 40,000 — 
Provision of Accommodation Program: 
Feb. 8, 1977 Program: Administtation: -..40; uc eoee ore 77,800 46,978 
Feb. > 8.1977 Real. Property ‘Acquisition .o...34neaee 825,000 382,537 
Feb. 8, 1977 Advisory Services «.i...01L0 Geen 300,000 144,225 
Feb. 8, 1977 Lease=-Purchase! i... ees 125,000 64,524 
Upkeep of Accommodation Program: 
Mar. _1, 1977 Propram: Administration’ .)ccsestuccce noah 170,000 —- 
Mar.. 1, 1997 Repairs, Operation and Maintenance ...... 2,499,800 = 
Supply and Services Program: 
Mar. 1, 1977 Program, Administratiatie. 73 tec sol ee 31,700 15,574 
Mar. 1, 1977 Supply Administration 2.2.2.5...%acteounor 70,800 70,043 
Mar. 1, 1977 Printing and Stationery Services .............. 121,300 = 
Mar. 1, 1977 Collection Serviced c..3:<sca sue eee 27,900 24,444 
April .5, 1977 Collection: Servicee tk. secgyiesciceicccs einem 4,000 -- 
Feb 22; 1977 Vehicle Repair and Trucking Services ...... 14,200 — 
Mar. 22, 1977 Employee Bemefits 2:...6 ics nccacescobeepetewenees 20,681,300 20,063,756 
Feb. 8, 1977 Government .PAVMents 42)... oee ee 297,100 57,745 
Mar. 1, 1977 Insurance and Risk Management ............ 17,800 11,273 
Mar. 1, 1977 Protocol? Services: .,.2s:-ckt: ct eee 43,700 43,700 
April 5, 1977 Protocol Services iicc citeckcce ee 25,000 17,767 
Mar. 1, 1977 Employee Health Services........scsssecssscs0scs 110,000 61,368 
Nov. 30, 1976 Emplovee. Data: Services: ....4.0.c40s ae 1,259,000 908,830 
April 5, 1977 Employee Advisory Services: ...:..0).c.0..cccs- 2,000 —- 
Management and Information Services 
Program: 
Dec. 21, 1976 Management Consulting Services .............. 62,000 42,599 
Mar. 1, 1977 Management Consulting Services .............. 24,000 — 
Dec. 21, 1976 Systems Development Services .................... 1,084,400 924,588 
Mar. 1, 1977 Systems Development Services .................... 93,000 — 
28,268,100 23,013,176 
Ministry of Revenue 
Ministry Administration Program: 
Mar. 15, 1977 Management Systems. 33,225 ee 20,900 19,566 
Mar: 15, 1977 Policy and “Planning ..0-..0..4 ane ees 11,000 8,369 
Mar. 15, 1977 Personnel Services: ... cate ee 51,200 48,305 
Mar. 15,1977 Administrative and Financial Services ...... 253,000 253,000 
April 12, 1977 Administrative and Financial Services ...... 40,000 38,433 
Administration of Taxes Program: 
Mar. 15,1977 Administration Wisc eee eee 176,800 153,166 
Mar. 15, 1977 Corporations Tax and Other Taxes ............ 657,400 654,354 
Mars, 15,1977 Gasoline and “Tobacco ‘Tax 4... 271,600 271,224 
Mar. 15, 1977 Succession Duty and Other Taxes .............. 343,000 222,582 
Mar. 15,1977 Retail Sales Tax and Other Taxes .............. 1,308,100 1,227,774 


DATE OF 
ORDER 
April 12, 1977 
Mar. 15, 1977 
Mar. 15, 1977 
| April 19, 1977 
Mar. 22, 1977 
| Mar. 22, 1977 
Mar. 22, 1977 
April 12, 1977 
Mar. 22, 1977 
April 12, 1977 
Dec 6, 1976 
April 12, 1977 
April 12, 1977 
April 12, 1977 
Mar. 22, 1977 
Mar 1977 
Mar 1, 1977 
Mar Pat977 
Feb. 8, 1977 
‘Mar. 1,1977 
April 5, 1977 
iFep.. 8, 1977 
April 5, 1977 
ihep. 8, 1977 
Mar 1977 
Mar. 151977 
Feb. 8, 1977 


























EXHIBITS 139 
MINISTRY 
PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Revenue—Continued 
Municipal Assessment Program: 
PRIMATES UTA LAGID Perel ecs han che ois sc6ve oseckcs ack hc eac. 8,000 — 
ProseasiMemt OtANCaTas EG... cocss...s..-. 113,000 106,691 
Assessment Field Operations ...................... 6,930,000 6,930,000 
Assessment Field Operations ..............0....... 506,000 504,983 
10,690,000 10,438,451 
Ministry of Treasury, Economics and 
Intergovernmental Affairs 
Ministry Administration Program: 
PMR Cie ee et 2 143,900 116,121 
Fersonnel Administration 1.0 t0e.i.022... cn 8,000 2,407 
JT. gE paahe ol gy |r os had aU: eee 13,000 10,598 
ice tr eral Services, ey 42,000 40,455 
Wberia) AUC SeTVICES oo. eke 8 aes 12,000 4,116 
Central Statistical Services Program: 
Central Statistical Services: %..2:s..:6c:0..426.0551 25,000 
Economic and Intergovernmental Affairs 
Program: 
C2iCe Ol. ECONOMIC: POUCH: ts F.. Aids ds 1,801,100 1,228,205 
Financial Program: 
boneateralicy ss ae oth tek Ns 234,000 123,841 
eeedstiry  . Bris... nent tered. levas sores 10,000 9,868 
Urban and Regional Affairs Program: 
Subsidies Administration: ................cs00se000000- 27,000 — 
Tax Reform Program: 
Ontario Unconditional Grants ...........0...... 68,350,000 67,369,304 
Payments on Provincial Properties ............ 277,000 272} 
eae A TECH ASSISTANCE | A;,:....tsassoboee wank 45,000 26,755 
General Financial Assistance Program: 
Special Emergency Assistance Programs .. 175,000 — 
71,163,000 69,206,795 
Ministry of the Attorney General 
Law Officer of the Crown Program: 
PAAGIIEY CICNOTALY scseccrien. Ph pleases sscldated 11,800 11,800 
HU Ce Tw To ak Wy 0) | Ve) 0d Rent gga de, eae 25,300 25,300 
(Cae Sieg 1S 1S | lee eee ere eee eer 10,000 i PHB: 
DCR LLEMGY CICTICTAL 1 i.5.05.-nsep0eccsesreeroes 6,000 5,680 
Deputy Attorney General ...........cccccceseeee 19,600 a 
Law Research (Ontario Law Reform 
ere Tg VERS 30 media ae oie Rae neat Aen 25,100 25,100 
Law Research (Ontario Law Reform 
CAUTTLESSIONT) ce Le eens 112,000 62,652 
Administrative Services Program: 
PeOoTAanyY AGMINIStration ........<tgreay:tieawervese 187,400 re 
Pinancial “Management ...........sgae-taa---0e 126,700 126,7 
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DATE OF 
ORDER 

Mar. 1, 1977 
April 5, 1977 
Feb. 8, 1977 
Mary 1.1977 
April 5, 1977 
Feb. 8, 1977 
April 5, 1977 
Feb. 8, 1977 
Moar Vi salt 
April 5, 1977 
Feb. 8, 1977 
Mar. 1, 1977 
April 5, 1977 
Feb. 8, 1977 
Feb. 8, 1977 
Mar. 1, 1977 
April 5, 1977 
Mar. 1, 1977 
April 5, 1977 
Mar. 1, 1977 
April 5, 1977 
Mar. 1, 1977 
April 5, 1977 
Mar. 1, 1977 
April 5, 1977 
July 12,1977 
Mar. 1, 1977 
April 5, 1977 
Feb. 8, 1977 
Mar... 1.1977 
April 5, 1977 
Feb. 8, 1977 
Feb. 1, 1977 
Feb. 8, 1977 
Mar. 1,1977 
April 5, 1977 
Feb. 8, 1977 
Feb. 8, 1977 
Mar. 1,1977 
April 5, 1977 
Mar. 15,1977 
Feb. 15,1977 
Mar. 15, 1977 


MINISTRY 
PROGRAM AND ACTIVITY 





Ministry of Attorney General—Continued 


Financial. Management. 2 ).cs..s- 
Financial .Management: 2.cntecs- te 
Management -AUCI: ..-.0 ee 
Management’ Amit 4). eee ee 
Maria gement Audit’ 3.0. sercoueteeene 
Personnel Management 25 560 
Personnel, Management ..s.cscie-c-erececrcccom cee 
Program Planning and Evaluation ............ 
Program Planning and Evaluation ............ 
Program Planning and Evaluation ............ 
Guardian and Trustee Services Program: 
Official (suardinn occ 
Oiicial AsiAruiat ic.cosc saci eee ieee 
Olficial  Guantinn= 5... ae eae 
Public. Triste. cisceiccinesscctetse vena Mee ae 
Supreme. Court. Accountant. .cnuacn.42 
Crown Legal Services Program: 
Crown Law Office ccs sinnonane ee 
Crown Law Ofice nucissenasmneete et cee 
Crown Attorneys. System. .........t..ccs0ensccs- 
Crown, Attorneys Syst€mis.s.2n.. eee 
Legislative Counsel Services Program: 
Legislative Counsel Services .................0..++-- 
Legislative Counsel Services ..........<.-00-----0. 
Courts Administration Program: 
Supreme Court of Ontario ....40.00.0 
supreme Court. of Ontario -..54 ose 
County, District and Small Claims Courts 
County, District and Small Claims Courts 
County, District and Small Claims Courts 
Provincial .Courts-»,.....c0tfaecotsasese pee 
Provincial Courts «act eee 
Administrative Tribunals Program: 
Assessment Review. Court: cissssisscceessteebeed 
Assessment Review Court ........c...0cccccccceeees 
Assessment Review Court ....c...cc.cccsccsesceess 
Board of Negotiation. 29.2 a ee 
Criminal Injuries Compensation Board .... 
Criminal Injuries Compensation Board .... 
Criminal Injuries Compensation Board .... 
Criminal Injuries Compensation Board .... 
Land Compensation Board ...............ccc0000-- 
Ontario Mimitipal Board ...2...4. 
Ontario Municipal Board o230.2252.).224. 
Ontario Municipal Board’ .))...........4eence 


Ministry of Consumer and 
Commercial Relations 


Ministry Administration Program: 
Main Office =... ee ee 
Management Secretariat :.......00/9.. 22000. 
Administrative Services 


eee eee ee eee eee ee ee ee eee ey 








AUTHORIZED EXPENDED 
$ $ 
40,900 40,900 © 
20,000 19,068 | 
35,800 35,800 © 

6,400 6,400 
15,800 13553} 
58,900 58,900 
27,300 13,765 4 
13,300 13,300 | 
2,800 2,150% 

4,900 — 
92,900 92,900 | 
77,700 77,700 © 
15,600 10,143 | 

277,500 265,174 i 

10,000 1,425 — 
50,800 50,800 | 
57,100 17,398 4 

614,800 614,800 © 
199,500 38,081 © 
23,800 21,716 | 
7,000 —- 
386,600 386,600 © 
102,000 101,821 — 
463,100 463,100 © 
346,100 346,100 © 
208,000 207,692 . 
$17,200 240,624 © 
203,000 — 
101,600 51,216 © 
57,400 —— 
24,400 — 
2,700 — 
373,000 373,000 
24,700 24,700 © 
60,400 60,400 
91,000 87,558 | 
6,800 — 
137,100 137,100 
40,200 1,515 
23,000 — 
5,345,000 4,241,973 
122,300 121,554 | 
90,500 88,160 | 


5,000 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Consumer and 
Commercial Relations—Continued 
Mar. 15, 1977 PU AC ial SOT VICES ois Me soc. KE AS. 117,500 116,992 
fev. 15, 1977 PEISOUNG LA SEIVICES wc. Sees oo. Be 38,500 38,080 
Commercial Standards Program: 
| Mar. 15, 1977 SSC Sh ee he Oe = chee ay) ae ee 123,000 22,700 
| Mar. 15, 1977 MRCS FB LOTR ohio eos, can cosas vcvs sic sds coins cadedoces 43,000 42,981 
Mar. 15, 1977 Pestamscial GusttgONs .csc5.-2 cheese sen ccocs cast 175,000 118,281 
| Mar. 15, 1977 Motor Vehicle Accident Claims Fund ...... 32,000 — 
far. 15,1977 ROUT SID IES ME eh ati ech cx apis cose ccbes 252,000 242,550 
| Mar. 15, 1977 Busibess PTACHICES feed. 3. assidndnn tsk ass 20,000 — 
| Mar. 15, 1977 Commercial Registration Appeal Tribunal 7,200 — 
| Technical Standards Program: 
_Mar. 15, 1977 Proetam, Administration <ccscascccccsvecercavet 13,000 — 
/Maar. 15,1977 MleVatin gs DEVICES: certian eet tore TUR, 104,000 77,093 
|\Mar. 15, 1977 BO ak g. peers, lyemec ct ystcen saciid obiu gs reve race 181,800 128,926 
maar. 15,1977 Upholstered and Stuffed Articles .............. 22,000 18,306 
Public Entertainment Standards Program: 
pMaar. 15,1977 Regulation of Horse Racing ........00...c... 16,000 16,000 
| April 12, 1977 Regulation of Horse Racing ............0...000: 20,000 7,042 
| Mar. 15,1977 BALCALIES: (cc nner een wei. Hen at. 36,000 36,000 
April 12, 1977 TMCAITOS, eee ce re A eS. 13,000 10,186 
lien. 15, 1977 WOtleries: «weer ene Boe ee ek Be 16,000 15,422 
Property Rights Program: 
“Mar. 15, 1977 Reale Property ‘Revstration ee 1,085,000 1,084,075 
Mar. 15, 1977 Bandy Boundarieséae eee 8 er 8 A. 70,000 48,311 
|Mar. 15, 1977 EEC ty Thad) Nes se) ea 36,000 35,429 
Mar. 15, 1977 Personal Property Registration .......!.......... 47,000 5,559 
: Registrar General Program: 
_Mar. 15, 1977 Besistrar, Generales crcctinesseieiit vette. 263,000 260,209 
' Liquor Licence Program: 
-Mar. 15, 1977 Liquor Licence Board of Ontario ............ 209,400 196,854 
3,158,200 2,730,710 
Ministry of Correctional Services 
{ Ministry Administration Program: 
‘Mar. 15, 1977 CTOTCT AL EACITIIIIIRET ATION). .. 50fecs-hcn-nsos cen essen 133,600 133,600 
‘April 12, 1977 General Administration —...:...-c.+..-c+n-cc1--<00+e 31,400 28,949 
‘Mar. 15, 1977 SESE OPW Ge Tig Oke oT) Teel arena IE eo 18,800 — 
Mar. 15, 1977 Planning and Support Services ................ 37,100 36,364 
|April 12, 1977 Rlannine and SUDpPOrt Services .............-.... 4,000 == 
‘Mar. 15, 1977 Administrative and Financial Services ...... 90,100 65,560 
‘April 12, 1977 Administrative and Financial Services ...... 13,000 — 
‘Mar. 15, 1977 PETAOONE! OSEEVICES cre os oa teres 97,600 81,081 
‘April 12, 1977 PGTRONNE] BOCES ICS igs cis ccssencenascesecedsensanes snene 20,000 — 
‘Mar. 15, 1977 Staff Training and Development ................ 61,200 61,200 
‘April 12, 1977 Staff Training and Development ................ 16,300 eI 
Mar. 22,1977 BEM EUS TETEER 707 eMC T SS ig GTC SOR Na 200,000 191,441 
April 12, 1977 PEESTV POTTED T VIC OS GS scpact eecncmer acne ssceatenasneds 3,000 a 
. Rehabilitation of Adult Offenders Program: 
hem, 22,1977 General AGMINIStTAatiONn j........-r5-00s0-.20----0000 746,700 746,700 
e 121977 General Administration. ................+++ Cae 18,900 13,936 
Mar. 8,1 re, Tr nt and Training of Adult 
| xa Sea * j EAA hore ‘ OA ee nesass 13,825,000 12,956,948 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY 
Ministry of Correctional Services—Continued 
Feb. 22,1977 CiitariG “BOaTUrOL, bPalole tee eet 
Mar.» 18, 1977 Community Services — Adults .................. 
April 12, 1977 Community Services — Adults .................. 
Rehabilitation of Juveniles Program: 
Wars to; rT Client Services — Juveniles ............::.sccr-saee 
Ministry of the Solicitor General 
Ministry Administration Program: 
April 5, 1977 Wai OCG: Wy a cisasnsazeniairecnceins Saeemicavereee 
April 3, 1977 Ministry Office Secretariat ......:..0..-enacre 
April 5, 1977 Fanancial “Services (cine aaanteerss cere 
April 5, 1977 Personnel Services: .cgc.geek Ga -eha 
April 3, 19r7 Internal Amditassas “AP eeteietyde a ce dake por es 
Public Safety Program: 
April 5, 1977 Gentre.of Forensic Scierices 4.2) Anneka 
April 5, 1977 Bare, Saleh et VICES Fo eh eee 
Supervision of Police Forces Program: 
April 5, 1977 Ontario Police: Commissiow (015. 
April 3, 1977 Ontario Police Cotlere Vic. naeahaeeete ee 
April 5, 1977 Ontario Police Arbitration Commission .... 
Ontario Provincial Police Management 
Program: 
April 5, 1977 Office of the Commissioner «..c6c6..-00...6-440000-- 
April 5, 1977 Stall Inspection: | ...-.....c«cra.sc aa 
April 5, 1977 LrService Taming © .3c.0.0.c.y cee ese as 
April 5, 1977 Properties 3.027 ...ce ccc ee eee 
Aprile 5.1977 staff Development ‘wcc.554319 er eee 
April 5, 1977 Planning and Research 22.450 
April 5, 1977 Cominunity: SOCvices sty eee 
Ontario Provincial Police Criminal and 
General Law Enforcement Program: 
April 5, 1977 NCCI SAT VICES. cae ee cee eee 
ACT 3.4977 Communications’ nt eis meet meee te. 
April 5, 1977 Onartermaster StOres oe ee ee 
April 5, 1977 IRECOTUS \isitt soins cause etre ee eee ees 
April, 5, 1977 Data “Processing: nce ees 
April 5, 1977 Law Enforcement — Uniform .................. 
April, 5, 1977 Law Enforcement — Civilian. .................. 
April 5, 1977 Ontario Government Protective Service .... 
April 5, 1977 Registration: \.0.0,0 ee ee 
April 5, 1977 Ontario Provincial Police Auxiliary .......... 
Ontario Provincial Police Traffic Law 
Enforcement Program: 
April 5, 1977 CommunicatiOns. .s.ccseate ere 
April 5, 1977 Quartermaster Sloresi.. aon ee 
Aprileg 521977 BRSCOTGS | )0\ ccicdneuecantet eee teeter ee eee 
April 5, 1977 Data <Processin @ sc sutceuneucuee eee 
April 5, 1977 Law Enforcement — Uniform .................. 
Apriler>, 1977 Law Enforcement — Civilian .................... 











18,587,600 


AUTHORIZED EXPENDED 
$ $ 
58,800 57,949 

1,588,000 1,588,000 
57,000 46,849 
986,000 929,208 
18,006,500 16,946,916 
36,000 35,834 
9,000 — 
298,000 275,870 
120,000 96,791 
4,000 — 
235,000 196,259 
397,000 324,006 
126,000 — 
224,000 107,719 
4,000 — 
222,600 207,400 
20,000 — 
74,000 17,594 
20,000 14,656 
96,000 81,643 
41,000 — 
121,000 113,194 
669,000 506,916 
43,500 — 
10,000 — 
§2,500 4,204 
25,000 23,709 
6,975,000 6,537,392 
647,500 568,350 
297,000 242,320 
63,000 58,263 
4,000 2,500 
43,500 — 
10,000 — 
52,500 4,204 
25,000 23,709 
6,975,000 6,537,392 
647,500 568,350 


ae 


16,548,276 











Jan. 
Mar. 
‘Mar. 


29, 1977 
29, 1977 
29, 1977 


ee, A9TY 
Je ead 
ESET RUE | 


Ze, 1977 
Jn 


hs Ea Ee | 
ae Od 
Za; 1977 


18, 1977 
%, 1977 
S.1077 


hee Amd 


EXHIBITS 





MINISTRY 
PROGRAM AND ACTIVITY 





Ministry of Agriculture and Food 


Ministry Administration Program: 
Information Services 
BerAL A SEEVICES nc ee et oe MN Td 
Financial and Administrative Services 

Agricultural Production Program: 
PRTSTUINGET AbION sm eernse POR ee SUNG 
PINISOTY SETVICES 6.3... UPEEE F198 8% 
Assistance to Primary Food Production .. 

Agricultural Marketing Program: 

ULE ol 9 aoc x peel Oa el 
Quality Control of Agricultural Products 

Agricultural Education and Research 
Program: 

HOR OUNT SUIS TACT ETO) (UA tas ae Re 
Bae IID ere ho aac eek stk das Dadian 
Ig 0 Ve Speed ied a AOR dl Ce Oe 


en 


severe 


Ministry of Energy 


Energy Policy Program: 
POW ON eIODINCNT «gk 
POUGY PRICVOIODINICTIO  orcseccceoefescepsscccestccsc-ecre 
Energy Technology 


eC Ree meee meee eran ee esereseresseees 


Ministry of the Environment 


Ministry Support Services Program: 
DIAMAREMENL DELVICES \......--snox-cncdcden iebooeseans 
PSA Gf 0 SO a OS 28 C8 oe Et Pe 
PREOLMALION. DELVICES. «201. okt 
Financial and Administrative Services .... 
Be SONG! CE LVICES iccccshcxecssovenirnons et Pie 
PA OCTIENCe. 9/10... nt A Lea 

Environmental Assessment and Planning 
Program: 

BEN SOT UY al OA AS 
NV SLCY IRCROLUICOS.,...... Meta eee ia ai 
PoUution, Control Planning |. picecc-scoreorsoercst 
Environmental Approvals and Land Use .. 
Environmental Assessment Board .............. 

Environmental Control Program: 

PEORTAI FLOIMUSIT ATION .c.-0.5<00--00s00-screnseeene 
PPS PERANT A ATCITICIIE | cies soececraenzevenceeshss costies 
Municipal and Private Abatement ............ 
Utility: Plant Development and 

SOTA Bie! EY ale aces AR 
Laboratory and Technical Suppott ............ 
Laboratory and Technical Suppott ............ 








143 
AUTHORIZED EXPENDED 
$ $ 
150,000 122,097 
35,000 34,978 
75,000 74,390 
5,000 — 
1,680,000 1,393,891 
10,500,000 9,786,451 
300,000 128,209 
750,000 481,676 
83,000 — 
250,000 i i i 9 £4 
600,000 378,688 
14,428,000 12,471,952 
118,000 118,000 
80,800 62,238 
17,800 a 
216,600 180,238 
75,000 59,104 
60,000 30,609 
57,000 boy Broa Wi 
110,000 — 
73,000 pee Ye 6 ie 
257,000 252,539 
237,000 150,733 
523,000 374,727 
250,000 92,358 
200,000 160,800 
22,000 — 
55,000 oa 
1,824,000 1,529,184 
865,000 713,226 
1,674,000 1,484,164 
772,000 772,000 
437,000 337,545 
7,491,000 6,063,859 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 











$ $ 
Ministry of Housing 
Community Planning Program: 
Apoule coe loT7 Plans: Administration «aca: anne 270,000 207,995 
Mar. 15,1977 Community” Renewalisi 4 eaten tae 3,270,000 2,396,339 
Home Buyers Grant Program: 
Jan. 18, 1977 Administration .A.c933050.50 ee 222,000 174,700 
Fepercis, 1977 Home Buyers-Grant Fund) 742... eaaie 1,000,000 695,058 
4,762,000 3,474,092 
Ministry of Industry and Tourism 
Ministry Central Office Program: 
April 12, 1977 WAIN. MCE. caspase ees cee 37,000 35,438 
April 12, 1977 Sitdtecu. Planning: oa eo 43,000 37,831 
Industry Development Program: 
April 12, 1977 Program Admisiration 142.4555 24,000 20,405 
April 12, 1977 Industry Technology Development ............ 46,000 
April 12, 1977 Service Industries Development ................ 15,000 4,155 
Mar. 29, 1977 Ontario Research Foundation .................... 191,100 191,100 
Trade Development Program: 
Mar. 15,1977 International Marketing Development .... 24,000 — 
Tourism Development Program: 
Mar. 15, 1977 Tourism Marketing Development .............. 26,100 26,100 
April 12, 1977 Tourism Marketing Development .............. 53,000 31,651 
Operations Program: 
Mar. 15,1977 OURTION: . d0o.2saninannaeee uae eat 384,500 316,211 
Communications Program: 
April 12, 1977 Program: Atri iist ratio jonjocstzasioesueeees 21,000 16,389 
April 12, 1977 Communication Servicesiai3).2:c4252.2%2 67,000 61,486 
Administration Program: 
Mar. 15, 1977 Procram .Adininisiration coisas 20,000 15,911 
Mar. 15, 1977 Financial and Office Services ...................... 149,000 147,832 
Mar. 15, 1977 Personnel: Servicesrxs. a2 se eee. 33,000 30,469 
Mar. 15, 1977 Management: Services... sccaiscceruncsandce ee 54,000 52,148 
Ontario Place Corporation Program: 
Mar. 15, 1977 Ontario Place Development ...............0:00000 110,000 110,000 
Industrial Incentives and Development 
Program: 
April 12, 1977 Northern Ontario Development | 
CGT POTALION i cesccpsnccasccae-t ee ee 880,000 825,994 — 
2,177,700 1,923,120 © 
Ministry of Labour 
Ministry Administration Program: | 
Mar. 29, 1977 Main Office ....,.....2e bepleee bee: 137,800 107,112 | 
Mar. 1, 1977 Labour Safety Counct.2.. 4. 19,000 11,1358 
Mar. 29, 1977 Finance and Administration ............:c00000- 122,100 57,197 


Mar. 29,1977 Persotinel 4.20 ee ee 32,000 17,5aam 





Zy, A977 
Ze lOT7 


29, 1977 
29,1977 


eo 1977 
29,4977 
29, 1977 


12,1977 


Dos ¢ 
2 197d. 


che ads 
12, 1977 
22, 1977 
Zoe 197] 


18, 1977 
Zo. 1977 


EXHIBITS 


MINISTRY 
PROGRAM AND ACTIVITY 





Ministry of Labour—Continued 


INTORMALON SELVICES .1....0..0 Bieter ten, 
Industrial Relations Program: 

Conciliation and Mediation Services 
Women’s Program: 

Women Crown Employee Office 

WHRMMEI SP ISULEAN soak, Sten. ey, SO. 
Labour Services Program: 

Program Administration .0........0.cccccesceeee 

FE oy TOC) CGE ART Sa ee 

BETTUOIOY ED eS CATIGAT OS «cee ec eez feaceescacddesisccs 
Human Rights Commission Program 

POMC ESOP NE. CHAI OAM <5 ooess cc ccssiysccecscrsenses 


Covers 


se cerorecsorsess 


Ministry of Natural Resources 


Ministry Administration Program: 
Marr POIice Seca eee 8s es 
Relatives reer ore fe Piet SANS Fac Met) | 
Ride AnD ICs Cee tee rie Neem a micras | Losi g: 
PCE CUI COm tetera re rc ech 
Financial Management ..............c..sccsleiceseose 
Brormation 2Seevices ere SS ee as 
RC ESELIY Ls cose renee ten Mme Dire Yves ries ers ty 
POLE ANSI er nee nets ines, 8 
SPITE RA RETS heer ste ais, ee ere eee 
INintierin Adtalrs ve Pir ene eee ies 
Youth Corps (Experience ’76) ................. 

Land Management Program: 
Water Control and Engineering ................ 
Water Control and Engineering ................ 
Water Control and Engineering ................ 
POLOMEELOLCC ION a tr ee 
Pres eLiectiOl eee ee ee 
PED EU NICE ee emer tt certste arr arere 
PGE STC NC pl Mest EER 5 eel Dina le 
1 6 8 eR CEG OAG By 5-4 PLOT dare pyar Ge Abeba pian 
Land and Water Classification .................. 
Land and Water Classification. .................. 
Land, Water and Mineral Title 
PAS EET UCL D400 CURR et pa a ie ee 
Land, Water and Mineral Title 
DMEV CVE LUP LET 101 6 hee ee ARR ae epee ern 
Land, Water and Mineral Title 
PONV EY DUEW IS. G21 Ta eer 

Outdoor Recreation Program: 
PRCCLEALIOMIALTATOCAS ference henenecuteriernceoteee 
TIANA NV TLL stack loa svavecsnsercptannsccdoteeness 
St. Lawrence Parks Commission ...............+ 
St. Lawrence Parks Commission ..............- 


AUTHORIZED 





30,500 
90,000 


6,300 
40,000 


33,300 
551,000 
75,000 


10,000 


1,147,000 





79,000 
1,120,000 
200,000 
114,000 
220,000 
163,000 
111,000 
20,000 
30,000 
115,000 
389,000 


449,000 

89,200 
368,000 
260,000 
660,600 
218,000 
739,400 
460,000 
502,000 

80,000 


141,300 
243,800 


13,000 


2,584,600 


1,314,000 
442,000 
111,000 
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EXPENDED 


29,670 


81,050 


38,071 


25,030 
451,661 
47,811 


5,099 


871,387 


54,548 
1,120,000 
200,000 
41,371 
214,272 
80,315 
80,166 
20,000 
19,264 
49,577 
379,668 


449,000 

89,200 
241,024 
260,000 
324,284 
218,000 
604,999 

86,554 
476,072 


84,811 


2,211,548 
1,230,362 
442,000 
102,440 

















/ 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Natural Resources—Continued 
Resource Products Program: 
Mar. 29,1977 Mineral Management .........00 2020-2. taro 541,000 230,923 
Mar, 29, 1977 Forest Management. 2.28... A1ntnGliai- sien 2,175,000 2,175,000 
April 19, 1977 Forest. ManagementicncigpA-:-ccrbonteeto 506,600 382,765 
Mar: “22,1977 Commercial. Fish and Put\/222003403..44 91,000 84,537 
Mar. °29, 1977 Commercial Fish: ands Puri ¢ ccissmeverseeecstiteaae 120,000 — 
14,670,500 11,952,700 
Ministry of Transportation 
and Communications 
Ministry Administration Program: 
Ae) Sexist i Executive” 40.06.20 Cee eee 300,000 209,403 
April 12, 1977 Cseneral Services )..2. ase a osdioiweesnnces 270,000 _ 
April 5, 1977 Audit Services’ 0 oo we eee eee 300,000 294,250 
Planning, Research and Development 
Program: 
April 5, 1977 Program Admifitstration(... ..6sccienen 60,000 21,5 
Safety and Regulation Program: 
Mar. 1, 1977 Prosram Administration: a.ui222.0ess 185,000 141,850 
April 5, 1977 Licensing ° jcccat babes eee ater 780,000 725,439 
April 5, 1977 Examination, Inspection and Enforcement 1,350,000 867,828 
Provincial Roads Program: 
April 12, 1977 Program: Administration .....5--nnenskweaees 1,100,000 687,174 
April 12, 1977 DOSIBI oo cincscvcccusvestctee ae ae 2,800,000 2,625,622 
April 12, 1977 Mea intent nite 9.2 48s coe Fe eee 7,382,000 7,125,929 
Provincial Transit Program: 
April 12, 1977 Capital and Construction icccccnaciuees 2,275,000 2,269,012 
April 12, 1977 Operation@ ities ie onaaseeene ae 100,000 — 
Air Program: 
Mar. 29, 1977 Capital and »Construction/.3a4n eens 1,303,000 1,303,000 © 
April 12, 1977 Capital and Construction)...2.266-n-4 Ge. 1,667,400 1,568,549 
Mar. 29, 1977 Maintenance. -n.2:\ ise oe 80,000 65,159 
Municipal Roads Program: 
April 5, 1977 Broeram -Admuaiistration  <.seeies eee 300,000 237,808 
April 12, 1977 Capital, Construction and Maintenance .... 4,300,000 2,843,592, # 
Municipal Transit Program: 
Mar. 22, 1977 Program’ Administration <.0...)-ssesheeteed 30,000 26,827 
24,582,400 21,013,015 
Social Development Policy 
Social Development Policy Program: 
April 26, 1977 Social Development Councils ........cccce--- 16,100 13,729 © 
eee 
16,100 13,729 


Bet ™) 2400) EEE 
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|. - DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 














$ $ 
| Ministry of Colleges and Universities 
| Ministry Administration Program: 
April 12, 1977 Common Services’... [eh wort tect jeen 180,000 44,795 
| Colleges and Adult Education Support 
| Program: 
April 5, 1977 Grants for Colleges of Applied Arts and 
} Technology and Other Organizations ........ 641,000 142,130 
Tt Student Affairs Program: 
jMar. 8, 1977 Program Administration... 250,000 249,973 
1,071,000 436,898 
Ministry of Community and Social Services 
Ministry Administration Program: 
April 19, 1977 AUDIOS eh iscsi hore th el aban k4 90,600 41,464 
sep. 1,1977 Social Assistance Review Board ................ 187,000 153,900 
Feb. 15,1977 PUGH ISOCEVIC’S 220.555). td AE ISAO 87,500 54,481 
Feo. © 15, 1977 Financial and Administrative Services .... 406,300 144,746 
Aug. 3, 1976 Transfer Payments and Grants (The 
| Ministry of Community and Social 
| GES GACT... Bee. kOe). 450 406,900 305,489 
Social Resources Program: 
fo. 615, 1977 Program Administration ..0..........cccccseeeeee 2,131,900 1,773,895 


Developmental Resources Program: 

Seb. 1, 1977 MPACUIEG. SCEVICES: ovesosscsces LORE OL 11,087,500 11,087,500 
Mar. 15,1977 Watiidy Servicesiimacieed A. molec, 3,553,600 3,553,600 
April 12, 1977 ced: Ta LEE Se Sh gt Pe cl en 2,035,000 1°523:271 





19,986,300 18,638,346 





Ministry of Culture and Recreation 


| Ministry Administration Program: 
fae «6-25, 1977 RIAeta CON mice ees Sha Lae ooo sees 165,400 127,153 


}Aar. 22, 1977 Financial and Administrative Services .... 454,400 445,167 
Aar. 22,1977 Comimication (Seryvices.oiktwiiesccss-cclee 45,500 37,475 
.pril 19, 1977 PICNIC BOL VICES terre ier ei rieinlck. 126,700 125,584 


Heritage Conservation Program: 


Me S1977) VOSA Fehrs Cus tescisetceeoer Shee scee GL 51,600 50,438 
Arts Support Program: 
far. 29, 1977 aeirtrrak MinistitutiOns tsssccsseieis frre teescs estes 22,400 22,400 
lay 16,1977 Cash rale TistittiOns Acc. ii cicesecsiecssweeses 695,000 694,913 
spril 19, 1977 tao BCIENCe CONTE eile nsscscscscenscsnses 409,700 370,245 
Multicultural Support and Citizenship 
Program: 
spril 19, 1977 tomanunity Participation 's...220o-0..00-.. 156,500 123,025 
spril 19, 1977 Translation Services . ..........00000 coseseennennens 55,500 = 
Libraries and Community Information 
: Program: 
fan. 25,1977 CEE POS TC ee ee 525,100 456,332 
| Sports and Fitness Program: om 
| pril 19, 1977 Physical Fitness and Leadership Training 225,500 hag 
1 2,933,300 2,598,736 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY 
Ministry of Education 
Ministry Administration Program: 
Mar. 22,1977 Budget Services’... venaeeeuna ee ae 
Mar. 15, 1977 Financial Matagement “cc nee eee 
April 5, 1977 Financial” Management, ue eee 
Jans, 1521977 Managenient Servicésa.: cs.cneir caste 
Mar. 22,1977 Management’ Services 2.1 coenco ee 
April oO; 1977 Management Services ..2.....c.701 ee eee 
Mar. 15, 1977 Personnels tasisnct acteurs tere eee 
Education Development and Administration 
Program: 
Mar. 15, 1977 Planning and Nesearch......0 eee 
Tan (31977 Schools for the Blind and Deaf .................. 
Mar. 22,1977 Schools for the Blind and Deaf .................. 
April 5, 1977 Schools for the Blind and Deaf .................. 
Jane 0i3, 1977 Educational Programs in the 
Developmental Centres Schools .................. 
Mate. 022, 1977 Educational Programs in the 
Developmental Centres Schools .................. 
April) 3.1977 Educational Programs in the 
Developmental Centres Schools .................. 
Mare ots 1977 Correspondence Courses Services ..........00.0.. 
Mar. 15,1977 Teacher Education and Certification ........ 
Mar. 22, 1977 Regional Services s,., cca eae 
April 5, 1977 Regional Services’ 7...-nieg aia 
Services to Education Program: 
Mar. 15, 1977 Teachers’ Superannuation Commission .... 
Ministry of Health 
Ministry Administration and Health 
Insurance Program: 
April 19, 1977 Blealth Insurance cscs ee ee 
Institutional Health Services Program: 
April 19, 1977 Program. AGmiInistration cue. een ee 
April 19, 1977 Ministry. Direct Services .<.2.) 00 eee 
Jubye 9005, 1977 Ministry. Direct SefviceS: <<..<.:c.0cssnoeenae 


Total Management Board Orders 


AUTHORIZED EXPENDED 
$ $ 
5,000 — 
77,000 77,000 
35,000 3,497 
105,000 105,000 
50,000 24,772 
7,000 — 
30,000 24,545 
81,000 — 
2,300,000 2,300,000 
690,000 690,000 
356,000 284,256 
1,315,000 1,315,000 
185,000 185,000 
340,000 215,964 
290,000 288,029 
300,000 149,219 
340,000 230,114 
53,000 — 
36,913,700 36,786,784 
43,472,700 42,679,180 
928.600 — 
69,800 44,664 
7,314,150 7,314,150 
617,800 481,988 
8,930,350 7,840,802 
301,891,150 273,846,613 
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STATUTORY APPROPRIATIONS EXHIBIT 7 
AMOUNTS EXPENDED THEREUNDER 
DURING THE YEAR ENDED MARCH 31, 1977 
MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Office of the The Election Act Expenditure 303,992 
Assembly Commission on Election Contributions and 
| Expenses Expenditure 1,409,641 
Contributions to Legislative Assembly 
Retirement Allowances Account Expenditure 1,715,632 
3,429,265 
Office of the Premier’s Salary Expenditure 25,000 
Premier 
| 25,000 
Management Minister’s Salary Expenditure 18,000 
Board Reserve for Outstanding Cheques Charge 322 
of Cabinet 
18,322 
Office of Provincial Auditor’s Salary Expenditure 47,033 
Provincial ae 
Auditor 47,033 
Ministry of Minister’s Salary Expenditure 18,000 
Government Ministers without Portfolio Salaries Expenditure 13,829 
Services Contract Security Deposits Charge 77,802 
Publications Deposit Trust Account Charge 63,147 
Effingham Park Expropriation Trust Account Charge 48,326 
| Central Collection Services Charge 6,109 
| Reserve for Outstanding Cheques Charge 3,425 
| Ontario Housing Corporation Land 
| Maintenance Charge 224 
Government Stationery Account Expenditure 104,624 
Employees Benefits (Government 
| Contributions) Expenditure 12,247 
| 347,733 
An 
Alinistry of Minister’s Salary Expenditure pa 
tevenue Retail Sales Tax—Contract Security Deposits Charge 67,5 : 
Province of Ontario Savings Office Program Expenditure 2,739,86 





2,825,380 
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MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Ministry of Minister’s Salary Expenditure 18,000 
Treasury Parliamentary Assistant’s Salary Expenditure 4,644 
Economics and 
Intergovern- 
mental Public Debt 
Affairs Interest on Securities Issued 
On provincial account Expenditure 543,669,459 
On behalf of Ontario Hydro Expenditure 178,191,369 
To Teachers’ Superannuation Fund Expenditure 128,474,890 
To Ontario Municipal Employees’ 
Retirement Fund Expenditure 69,699,707 
Interest on Public Service Superannuation 
Fund Expenditure 75,714,085 
Interest on Savings Office Deposits Expenditure 26,896,287 
Other interest, exchange, discount and 
commission Expenditure 45,895,140 
Development Loans 
The Ontario Education Capital Aid 
Corporation Act Disbursement 77,324,000 
The Ontario Universities Capital Aid 
Corporation Act Disbursement 32,974,094 
The Ontario Municipal Improvement 
Corporation Act Disbursement 15,483,648 
Other Loans and Advances 
Ontario Hydro Disbursement 300,000,000 
The Crop Insurance Commission of 
Ontario Disbursement 2,000,000. 
Pension Funds, Deposit, Trust, and 
Reserve Accounts 
Payments from Ontario Energy Corporation 
Trust Account Charge 38,865,691 
Payments from Public Service Superannuation 
Fund Charge 51,987,305 
Payments from Legislative Assembly 
Retirement Allowances Account Charge 558,429 
Other Charge 1,308,415. 
The Regional Municipality of Sudbury Act, 
1972 Expenditure 64,383 
The Regional Municipality of Waterloo Act, 
1972 Expenditure 26,983 
The Regional Municipality of Durham Act, 
1973 Expenditure 26,594 
The Regional Municipality of Halton Act, 
1973 Expenditure 26,594 
The Regional Municipality of Peel Act, 
1973 Expenditure 26,243 
The Regional Municipality of Hamilton- 
Wentworth Act, 1973 Expenditure 46,034 
The Regional Municipality of Haldimand- 
Norfolk Act, 1973 Expenditure 17,497 





MINISTRY 


inistry of 
reasury, 
Economics and 
ntergovern- 


nental 
Affairs 


. 


| 
| 
! 
} 
i 


Ainistry of 
ae 
\ttorney 
reneral 


| 
| 
| 
-Tinistry of 
- onsumer 
ad 
‘ommercial 
‘elations 





i 

linistry of 
orrectional 
“rvices 


{ 


i) 
| 





-inistry of 
dlicitor 
‘eneral 


EXHIBITS 





ACTIVITY 





Special Assistance to Municipalities 
Loans to municipalities under The Shoreline 
Property Assistance Act, 1973 


Debt Transactions 


Minister’s Salary 

Parliamentary Assistant’s Salary 
Proceedings Against the Crown Act 
Allowances to Supreme Court Judges 
Allowances to Judges 


Minister’s Salary 
Parliamentary Assistant’s Salary 
Payments from the Motor Vehicle Accident 
Claims Fund 
Security Bond Forfeitures 
The Consumer Protection Act 
The Motor Vehicle Dealers Act 
The Real Estate and Business Brokers Act 
Reserve for Outstanding Cheques 
Crown Contributions re Judges’ Plans 
Personal Property Security Registration 
Deposit Account 
Fees under The Vital Statistics Act 


Minister’s Salary 
Unclaimed Monies 
Reserve for Outstanding Cheques 


Minister’s Salary 

Hearings under The Police Act 

Payments under The Ministry of Treasury, 
Economics and Intergovernmental 
Affairs Act 











| a 
PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Expenditure 56,000 
Disbursement 788,723 
Retirements of 
Loans 330,336,294 
1,920,480,508 
Expenditure 18,000 
Expenditure 2,164 
Expenditure 38,641 
Expenditure 162,768 
Expenditure 339,367 
560,940 
Expenditure 18,000 
Expenditure 5,000 
Charge 16,801,839 
Charge 59,859 
Charge 65,000 
Charge 26,100 
Charge 491 
Expenditure 6,688 
Charge 23,800 
Expenditure 486 
17,007,263 
Expenditure 18,060 
Charge 65 
Charge 210 
18,275 
Expenditure 18,000 
Expenditure 3,207 
Expenditure 4,265 
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MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Resources Minister’s Salary Expenditure 18,00€ 
Development 
Policy 18,00 
Ministry of Minister’s Salary Expenditure 18,000 
Agriculture Parliamentary Assistant’s Salary Expenditure 5,000 
and Food 
Payments to Chartered Banks re Guaranteed 
Loan Programs Expenditure 339,98 
Subsidy payments to The Ontario Crop 
Insurance Fund Expenditure 5,838,084 
Tile Drainage Debentures Disbursement 16,077,700 
Ontario Agricultural Museum Trust Fund Charge 300 
22,278,99€ 
Ministry of Minister’s Salary Expenditure 18,00( 
Energy 
18,00( 
Ministry Minister’s Salary Expenditure 18,00 
of the Reserve Fund for Renewals, Replacements 
Environment and Contingencies Charge 258,836 
276,835 
| 
| 
Ministry of Minister’s Salary Expenditure 18,00( 
Housing Parliamentary Assistant’s Salary Expenditure 5,000 
Grants to assist in the erection of housing | 
units for elderly persons Expenditure 318,500 
341,50 
Ministry of Minister’s Salary Expenditure 18,00( | 
Industry and Ontario Development Corporation Term | 
Tourism Loan Program Disbursement 10,434,32! 
Northern Ontario Development Corporation | 
Term Loan Program Disbursement 8,520,58 
Eastern Ontario Development Corporation 
Term Loan Program Disbursement 11,492,08¢ 


| 
30,465,00: 


) 
! 





| 
| 
| 


i 


— 


MINISTRY 


| Ministry of 
_ Labour 


| 


_ Ministry of 


_, Natural 


; 


' Resources 


| 


i] 


\ 


} 


Ministry of 
Transportation 
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Communica- 
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‘Social 
‘Development 
Policy 


‘Ministry of 
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} 
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and Social 
Services 


EXHIBITS 





























153 
ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Minister’s Salary Expenditure 18,000 
Employment Standards 
Unclaimed Vacation Pay Charge 1,103 
Unclaimed Wages Charge 3,802 
Mine Rescue Training Expenditure 39,942 
62,847 
Minister’s Salary Expenditure 18,000 
Parliamentary Assistant’s Salary Expenditure 5,000 
Contract Security Deposits Charge 30,700 
Reserve for Outstanding Cheques Charge 311 
Pits and Quarries Security Deposits Charge 323,004 
Grants in accordance with The Algonquin 
Forestry Authority Act 1974 Expenditure 610,000 
Loans in accordance with The Algonquin 
Forestry Authority Act 1974 Disbursement 75,000 
Contract Security Deposits Charge 42,880 
1,104,895 
Minister’s Salary Expenditure 18,000 
Parliamentary Assistant’s Salary Expenditure 4,945 
City of Niagara Falls—Compensation for 
loss of Taxes . Expenditure 12,000 
Trust Accounts 
Construction Trust Account Charge 30,792 
Contract Security Deposits Charge 14,231 
79,968 
Minister’s Salary Expenditure 18,000 
Parliamentary Assistant’s Salary Expenditure 5,000 
23,000 
Minister’s Salary Expenditure 18,000 
Reserve for Outstanding Cheques Charge 180 
Queen Elizabeth II Ontario Scholarship Fund Charge 28,690 
46,870 
Minister’s Salary Expenditure 18,900 
Bequests and Scholarships Charge 1,827 





19,827 
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MINISTRY ACTIVITY 
Ministry of Minister’s Salary 
Culture and Parliamentary Assistant’s Salary 
Recreation Contract Security Deposits—Athletics 


Ministry of 
Education 


Ministry of 
Health 


Commissioner 
Ontario Olympic Lottery Sports Fund 
Loto Canada—Trust Account 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Bequests and Scholarships 

Ontario Education Association—Elementary 
Teachers’ Loan Fund 

Student Aid Loans Write-Off 

Teachers’ Superannuation Fund 

Superannuation Adjustment Fund 

Superannuation Adjustment Benefits 


Minister’s Salary 

Parliamentary Assistant’s Salary 
Reserve for Outstanding Cheques 
Provincial Lottery Trust 
Government Pharmacy Account 
Estates Funds 


Total Statutory Payments 


Summary of Statutory Payments 


Budgetary Expenditure 
PIS DUTSOINCTEE G62. csicceeisiecenoiec a aoa cts neee eae: 
Charges 
Retirements of Loans 


ERROR eee eee eee eee eee ates eee eeeeeee 


Oe e ee eee OCUCOCOCOPOO CC COOC CCC eee eee reece eee) 


PRR O Re eee eee eee HOHE EH EHH E HEHE OH EEE EOEEE 





2,116,315,925 








| 
| 
| 


PAYMENT EXPENDED | 
CLASSIFICATION | 
5; - 
Expenditure 18,000 
Expenditure 5,000 — 
Charge 16,700 
Charge 3,090,517 © 
Charge 660,705 
3,790,922 
Expenditure 18,000 | 
Expenditure 5,000 — 
Charge 29,074 
Charge 9,319 
Expenditure 12,899 1 
Expenditure 82,427,462 
Expenditure 19,245,938 | 
Expenditure 8,878,746 | 
110,626,436 » 
Expenditure 18,000 f 
Expenditure 5,000 — 
Charge 15,693 | 
Charge 2,000,000 ; 
Expenditure 336,473 
Charge 2,466 - 
2,377,632 | 
ee athe ae 2,116,315,925 
| 
$ 
1,194,284 ,254 
475,170,167 
116,525,210 
330,336,294 
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EXHIBIT 9 


OFFICE OF PROVINCIAL AUDITOR 
REVENUE AND EXPENDITURE AUDITS 


Year Ended March 31, 1977 
(See Note) 


Revenue, Ministry of Agriculture and Food 


Transfer Payments, Disbursements and Other Transactions, Ministry of Agriculture 
and Food 


Expenditure, Ministry of the Attorney General 

Revenue, Ministry of the Attorney General 

Administrative Expenditure, Ministry of Colleges and Universities 
Ontario Career Action Program, Ministry of Colleges and Universities 


Revenue and Trust Funds, Children’s Psychiatric Research Institute, Ministry of 
Community and Social Services 


Revenue and Trust Funds, D’Arcy Place, Ministry of Community and Social 
Services 


Transfer Payments, Ministry of Community and Social Services 
Expenditure, Ministry of Consumer and Commercial Relations 
Revenue, Ministry of Consumer and Commercial Relations 
Expenditure, Ministry of Correctional Services 

Revenue, Ministry of Correctional Services 


Revenue and Trust Funds, Brampton Adult Training Centre, Ministry of Cor- 
rectional Services 


Revenue and Trust Funds, Guelph Correctional Centre, Ministry of Correctional 
Services 


Revenue and Trust Funds, Hillcrest School, Ministry of Correctional Services 


Revenue and Trust Funds, Monteith Correctional Centre, Ministry of Correctional 
Services 


Revenue and Trust Funds, Rideau Correctional Centre, Ministry of Correctional 
Services 


Revenue, Ministry of Culture and Recreation 


Review of Olympic Lottery of Canada Corporation’s Financial Records Pertaining 
To Olympic Lottery Draws #7—#9 (Final), Ministry of Culture and Rec- 
reation 


Administrative Expenditure, Ministry of Education 


Revenue, Ministry of Education 
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Review of the Student Guidance Information Service Teleprocessing, Ministry of 
Education 


_ Transfer Payments, Ministry of Education 


| Expenditure, Ministry of Energy 


Revenue, Ministry of Energy 


| Disbursements and Other Transactions for Sewage and Water Treatment Facilities, 
Ministry of the Environment 


Expenditure, Ministry of the Environment 





_ Acquisition/Construction of Physical Assets, Ministry of Government Services 


_ Administrative Expenditure and Transfer Payments, Ministry of Government 
| Services 


Expenditure, Senior Compensation Plan Payroll, Ministry of Government Services 


Expenditure on Telephone Facilities, Ministry of Government Services 


' Revenue, Ministry of Government Services 


_ Review of Bank Reconciliations and Related Activities, Ministry of Government 
_ Services 


| Analysis of OHIP Payments to Physicians and Practitioners in Excess of $100,000 
| for Services Rendered During 1974-75, Ministry of Health 


Payments to Physicians 


Payments to Practitioners and Other Matters Related to the Ontario Health Insur- 
ance Plan, Ministry of Health 


| Disbursements, Ministry of Health 

| Revenue and Trust Funds, Dr. MacKinnon Phillips Hospital, Ministry of Health 

_ Revenue and Trust Funds, Lakeshore Psychiatric Hospital, Ministry of Health 
Revenue and Trust Funds, London Psychiatric Hospital, Ministry of Health 

| Revenue and Trust Funds, North Bay Psychiatric Hospital, Ministry of Health 


| Review of the Regional Laundry and Linen Service, Queen Street Mental Health 
Centre, Ministry of Health 


1 Transfer Payments, Ministry of Health 

Administrative Expenditure, Ministry of Housing 

| | Revenue, Ministry of Housing 

_ Transfer Payments, Disbursements and Other Transactions, Ministry of Housing 
| Revenue, Ministry of Industry and Tourism 


. | Revenue, Ministry of Labour 


: | 
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Acquisition/Construction of Physical Assets, Ministry of Natural Resources 
Administrative Expenditure, Ministry of Natural Resources 


Revenue and Trust Funds, Leslie M. Frost Natural Resources Centre, Ministry 
of Natural Resources 


Revenue and Expenditure, Office of the Premier, Cabinet Office, Justice Policy, 
Resources Development Policy and Social Development Policy 


Administrative Expenditure, Ministry of Revenue 


Procedures Employed to Verify the Accuracy of Taxes Collected Under the Income 
Tax Act, R.S.O. 1970, as amended, and of Claims Made Under the Ontario 
Tax Credit System, Ministry of Revenue 


Revenue, Ministry of Revenue 
Revenue, Ministry of Transportation and Communications 


Administrative Expenditure, Ministry of Treasury, Economics and Intergovern- 
mental Affairs 


Investment and Borrowing Operations of the Ministry of Treasury, Economics and — 
Intergovernmental Affairs 


Revenue, Ministry of Treasury, Economics and Intergovernmental Affairs 

Securities Branch, Ministry of Treasury, Economics and Intergovernmental Affairs 

Review of Remote Data Processing Facilities 

Computer Control Evaluations—Various Ministries (7) and Agencies (4) 

Nore In general, this listing includes audits completed between the date (September 30, 1976) 
of our 1975-76 Report and the date (September 30, 1977) of our 1976-77 Report. In 


all cases at least a portion of the period covered by the audit fell within the year ended 
March 31, 1977. 
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EXHIBIT 10 
OFFICE OF PROVINCIAL AUDITOR 
CROWN AGENCY AUDITS 


Year Ended March 31, 1977 
(See Note 1) 


(a) Audited by Provincial Auditor pursuant to appointment under the various 
related statutes. 


The Accountant of the Supreme Court of Ontario 
Agricultural Rehabilitation and Development Directorate of Ontario 
Alcoholism and Drug Addiction Research Foundation 
* Algonquin Forestry Authority 
The Centennial Centre of Science and Technology 
Commission on Election Contributions and Expenses 
*The Crop Insurance Commission of Ontario 
*Eastern Ontario Development Corporation 
The Fund for Milk and Cream Producers, The Milk Commission of 
Ontario 
The John Graves Simcoe Memorial Foundation 
The Law Society of Upper Canada, Legal Aid Fund 
*Liquor Control Board of Ontario 
The McMichael Canadian Collection 
The Niagara Parks Commission (October 31, 1976) 
*Northern Ontario Development Corporation 
*North Pickering Development Corporation 
Office of the Assembly 
Office of the Official Guardian 
Office of the Ombudsman 
Ontario Agricultural Museum 
The Ontario Cancer Treatment and Research Foundation (December 
3h, 1976) 
Ontario Deposit Insurance Corporation (December 31, 1976) 
*Ontario Development Corporation 
*The Ontario Education Capital Aid Corporation 
The Ontario Educational Communications Authority 
Ontario Food Terminal Board 
The Ontario Heritage Foundation 
*Ontario Housing Corporation (December 31, 1976) 
*The Ontario Junior Farmer Establishment Loan Corporation 
Ontario Lottery Corporation 
*The Ontario Municipal Improvement Corporation 
*Ontario Northland Transportation Commission (December 31, 1976) 
Ontario Place Corporation 
The Ontario Producers, Processors, Distributors and Consumers Food 
Council 
Ontario Racing Commission 
Ontario Stock Yards Board (June 30, 1977) 
*Ontario Student Housing Corporation ( December 31, 1976) 
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The Ontario Telephone Development Corporation (December 31, 
1976) 
*The Ontario Universities Capital Aid Corporation 
Pension Commission of Ontario 
Province of Ontario Council for the Arts 
Public Service Superannuation Fund 
The Public Trustee of The Province of Ontario 
The Sheridan Park Corporation 
The St. Lawrence Parks Commission 
Superannuation Adjustment Fund 


(b) Audited by Provincial Auditor pursuant to appointment by shareholders or 
membership bodies. 


Canadian Conference on Historical Resources 
*Ontario Mortgage Corporation 
Ontario Industrial Training Institute 
The Owen Sound Transportation Company, Limited (December 31, 
1976) 
Soldiers’ Aid Commission (Note 2) 
Star Transfer Limited (December 31, 1976) 


(c) Audited by Provincial Auditor pursuant to the provisions of The Audit Act. 


Legislative Assembly Retirement Allowances Account 
Liquor Licence Board (Note 3) 

Motor Vehicle Accident Claims Fund 

Niagara Escarpment Commission (Note 4) 

The Province of Ontario Savings Office 


(d) Audited by Public Accountants subject to direction or review by the Provin- 
cial Auditor. 


*Ontario Land Corporation 
Toronto Area Transit Operating Authority 
Workmen’s Compensation Board (December 31, 1976) 


*Financial Statements reproduced in Volume 2 of the Public Accounts 1976-77. 


Note 1: 


Note 2: 


Note 3: 


Note 4: 


In all cases the audit covered the fiscal period of the Agency concerned. In most 
instances the fiscal period ended on March 31, 1977. Where the Agency’s fiscal period 
ended on a date other than March 31, 1977, such date has been indicated in 
parenthesis. 


The Ontario Canteen Fund was formerly listed under section (b) of this Exhibit. 
This Fund was effectively terminated as at March 31, 1976 by the transfer of the 
balance in the Fund to the Soldiers’ Aid Commission. 


The Liquor Licence Act, 1975 came into force on January 2, 1976. This Act effec- 
tively terminated the Liquor Licence Board of Ontario and established the Liquor 
Licence Board. 


Audit of the Niagara Escarpment Commission was previously performed in con- 
junction with the Expenditure Audits of the Ministry of Treasury, Economics and 
Intergovernmental Affairs. 
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TORONTO 
PRINTED AND PUBLISHED BY THE QUEEN’S PRINTER 
1978 


THE HONOURABLE J. E. STOKES, M.P.P., 


Speaker of the Assembly, 
Province of Ontario. 


Dear Sir: 


I have the honour to present my report for the year ended March 31, 1978. 
While my duties were carried out in accordance with the previous legislation, The 
Audit Act (R.S.O. 1970, as amended), which was in effect until the end of the 
(1977-78 fiscal year, this report is presented in accordance with the requirements 
of the current legislation, The Audit Act, 1977. 


Respectfully submitted, 





Hig SCOTT, CA, 
Toronto, September 29, 1978. Provincial Auditor. 
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1, Introduction. The Audit Act, 1977, containing certain sections designed to 
strengthen the role, responsibility and independence of the Provincial Auditor, 
came into force on April 1, 1978. However, for the year ended March 31, 1978, 
on which this Report is based, our duties were carried out in accordance with the 
previous legislation, The Audit Act, which was in effect until the end of the 
1977-78 fiscal year. 


Accordingly, the ensuing two sections of this Report, dealing with our audit 
and reporting responsibilities, relate to The Audit Act. Because of its significance, 
the new Act (The Audit Act, 1977) is described in detail in section 4 of the 
Report. 


2. Audit Responsibilities. For the year ended March 31, 1978, the audit respon- 
sibilities of the Provincial Auditor were twofold, and involved the examination of: 


(1) The accounts of the Province in accordance with his appointment as 
auditor under The Audit Act. 


(11) The accounts of Boards, Commissions and other Crown Agencies in 
accordance with his appointment as auditor under various related 
statutes or other appropriate authorities. 


The examination of the accounts of the Province was made in conformity 
with section 19 of The Audit Act which reads as follows: 


“19.—(1) The Auditor shall, on behalf of the Assembly, examine in such 
manner as he considers necessary all accounts of receipts and disbursements 
of public moneys forming part of the Consolidated Revenue Fund whether 
held in trust or otherwise in order to ascertain that adequate regulations and 
procedures are in operation, 


(a) to secure an effective check on the assessment, collection and alloca- 
tion of revenue; and 


(b) to ensure that expenditures have been made in accordance with 
legislative authority. 1971, c. 54, s. 4. 


(2) The Auditor shall satisfy himself as to the correctness of the 
accounts mentioned in subsection 1. R.S.O. 1970, c. 36, s. 19(2).” 


_ All Ministries were subject to examination in accordance with section 19 
hroughout the 1977-78 fiscal year. A listing of the revenue and expenditure 
ludits covered by this Report appears in Exhibit 6. | 


For the year ended March 31, 1978 the Provincial Auditor had audit re- 
ponsibility for forty-seven Boards, Commissions and other Crown Agencies 
Jursuant to his appointment as auditor under the various related statutes. These 
Agencies are listed in Exhibit 7 to this Report. Three of these Agencies were 
nactive during 1977-78. Further comment in this regard is contained in sec- 
‘on 88, 
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The Provincial Auditor had audit responsibility during the year for five other 
Agencies as a result of his appointment as auditor by shareholders or membership 
bodies. A listing of these Agencies appears in Exhibit 7. 


Exhibit 7 lists five other operations for which the Provincial Auditor’s audit 
responsibility has not been specifically designated. The Provincial Auditor has 
undertaken to audit them on the same basis as Crown Agencies. In each case the 
audit is made in accordance with the Provincial Auditor’s responsibilities under 
The Audit Act. 


It should be noted that not all Crown Agencies are audited by the Provincial 
Auditor. In accordance with relevant legislation, public accountants have been 
designated as auditors for certain Agencies. These Agencies include the Clarke 
Institute of Psychiatry, The Ontario Cancer Institute, Ontario Energy Corpora- 
tion, Ontario Hydro, Ontario Historical Studies Series, Ontario Mental Health 
Foundation, Ontario Municipal Employee Retirement Board, The Ontario Trans- 
portation Development Corporation, Ontario Share and Deposit Insurance Corp- 
oration, Ontario Research Foundation, The Royal Ontario Museum, St. Clair 
Parkway Commission, Teachers’ Superannuation Fund and the Urban Transporta- 
tion Development Corporation. 


Public accountants have also been designated as auditors for the Ontario 
Land Corporation, the Workmen’s Compensation Board and the Toronto Area 
Transit Operating Authority. However, in these cases, unlike those cited in the 
preceding paragraph, the governing legislation does involve the Provincial Auditor. 
With respect to the Ontario Land Corporation and the Workmen’s Compensation 
Board, the legislation requires that the audit by the appointed auditors be con- 
ducted under the direction of the Provincial Auditor. With respect to the Toronto 
Area Transit Operating Authority, the legislation stipulates that the auditor’s re- 
port and working papers be made available to the Provincial Auditor. 


3. Reporting Responsibilities. Under section 20 of The Audit Act, the Provincial 
Auditor is required to report to the Legislative Assembly on the results of his 
examinations. Section 20 reads as follows: 


“20.—(1) The Auditor shall make an annual report to the Assembly re- 
specting the fiscal year then closed, 


(a) as to his examination of accounts of receipts and payments 
of public moneys; 


(b) as to his examination of the statements of assets and 
liabilities, the Consolidated Revenue Fund, the net general 
revenue and expenditures and related statements in which 
he shall express an opinion as to whether the statements” 
present fairly the financial position of the Province and the 
results of its operations and whether the statements were 
prepared in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding period; 


| 


—$—$——_———— 


(c) 


(ca) 


(d) 


(e) 


(f) 
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as to all special warrants issued and the amounts expended 
thereunder; 


as to all cheques for the issue of which he has refused to 
certify, citing the date and the amount of any expenditures 
incurred in consequence thereof; 


as to all orders of the Management Board of Cabinet issued 
for the authorization of expenditure in excess of appropria- 
tions, citing the date, the amount authorized and the amount 
expended; 


as to any important change in the extent or character of 
any examination made by him; and 


as to such matters as he desires to bring to the attention of 
the Assembly. R.S.O. 1970, c. 36, s. ZO (lp) OU dare 5:4. 
SSial. 


For reference and identification purposes the above legislative provisions can 
be related to the content of this Report, or otherwise commented upon, as follows: 


20(1) (a) 
20(1) (£) 


20(1)(b) 


20(1)(c) 


20(1) (ca) 


20(1) (d) 
20(1) (e) 


: Refer to “Comments on Revenue and Expenditure Trans- 


actions” (sections 39 - 86) and “Comments on Crown 
Agency Transactions” (sections 87 - 104). 


: Refer to “Provincial Auditor’s Opinion” (Exhibit 1); “Com- 


ments on Assets and Liabilities” (sections 30 - 38) and 
“Comments on Consolidated Revenue Fund” (sections 15 - 
Zo 


: Three Special Warrants were issued during the 1977-78 fiscal 


year (section 86). 


: This provision is no longer applicable as, effective with the 


1974-75 fiscal year, all expenditure review has been on a 
post-audit basis. 


: Refer to Exhibit 3. 


: No significant changes were made during the year in the 


extent or character of the Provincial Auditor’s examination. 


As previously indicated, in the case of certain Crown Agencies audited by 
oublic accountants, relevant legislation contains no reference to direction by the 
Provincial Auditor, and makes no provision for any access by the Provincial 
Auditor to the records of either the Agency or the appointed auditor. Conse- 
juently, the Provincial Auditor is not able to comment with respect to these 
Agencies. The absence of such comment in this Report is consistent with section 
21 of The Audit Act which reads: 


“Nothing in this Act shall be construed to require the Auditor eae 
or report upon the accounts of any agency of the Crown if the Ege 
Governor in Council, in pursuant of statutory authority in that behalf, has 
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designated another auditor to examine and report upon the accounts of 
such agency. R.S.O. 1970, c. 36, s. 21.” 


4. New Audit Act. As covered in section 3 of the 1976-77 Report, the legislation 
governing the Provincial Auditor up to March 31, 1978 was originally passed in 
1950 and was most recently amended in 1971. A number of the legislative provi- 
sions pertained to the pre-audit basis of expenditure review, which was completely 
phased out during the 1973-74 fiscal year. 


Additionally, it was felt there was a definite need to strengthen the role, re- 
sponsibility and independence of the Provincial Auditor. Such strengthening was 
felt to be necessary, in part, in view of the increasing complexity and cost of 
government where, in Ontario, expenditure had reached approximately $12 billion 
during 1976-77. 


Cognizance was also taken of the Report of the Independent Review Com- 
mittee on the Office of the Auditor General, which was issued in March 1975. 
One of the several significant recommendations contained in the Report called for 
the Auditor General to report to the House of Commons any cases where he 
had observed that value for money had not been obtained. 


Further, in its July 10, 1975 Report to the Legislature of Ontario, the 
Standing Public Accounts Committee recommended that consideration be given 
to drafting a new Audit Act. 


The foregoing factors all contributed to the passage of The Audit Act, 1977, 
which received Royal assent on December 16, 1977 and was proclaimed as coming 
into force on April 1, 1978. Accordingly, our Report for the year ended March 
31, 1979 will be prepared pursuant to the provisions of the new Act. The major 
changes in this new Act are described as follows: 


1. The Provincial Auditor will now be required to report on any cases where 
he has observed that money was expended without due regard to economy 
and efficiency, as well as any adverse observations related to the pro- 
cedures undertaken by ministries, agencies or Crown controlled corpora 
tions to measure the effectiveness of their programs. In this regard, 
reference should be made to section 12(2)(f) (iv) and (v) of The Audit 
Act. Loe, 


2. In the case of any grant payments made by the Province or an agency 
of the Crown, section 13 of the Act provides that the Provincial Auditor 
may perform inspection audits thereof, and also may obtain a full ac- 
counting of the disposition of such grants from the recipients. An inspec 
tion audit is defined as an examination of accounting records. 


It should be noted that the broad powers granted under this section of 
the Act will be exercised with a great deal of discretion. Inspection audits 
will primarily be concerned with compliance, i.e. verification that grants 
were, in fact, used for the purposes for which they were made. Howevel, 
to a certain extent, such audits may also deal with the factors of economy 
and efficiency. | 
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3. The powers and responsibilities of the Provincial Auditor have been ex- 


panded regarding the audits of agencies of the Crown and Crown con- 
trolled corporations, as defined in section l(a) and (e) of The Audit 
7 ened OTE: 


By way of background, the legislation establishing many boards, commis- 
sions, corporations and other similar agencies specifies that the body be 
audited by the Provincial Auditor. However, the legislation in a number 
of instances permits the appointment of other auditors, either directly by 
the Board of the particular body or by the Lieutenant Governor in 
Council. 


The Provincial Auditor has always been concerned with the apparent lack 
of rationale between the bodies that he was required to audit and those 
which were audited by public accountants. Such concern has also been 
expressed by the Standing Public Accounts Committee of the Legisla- 
ture, primarily because access to information regarding bodies audited by 
public accountants was not available to the Committee, since such auditors 
do not report to the Legislature. In its July 10, 1975 Report, the Com- 
mittee recommended that “all agency legislation provide for a uniform 
audit provision that would require the Provincial Auditor to perform or 
direct the annual audit of Crown Corporations and Agencies”. 


In attempting to resolve this matter in drafting the new Audit Act, note 
was made of the multitude of boards, commissions and other similar 
agencies existing in Ontario, as well as the many school boards, universi- 
ties, conservation authorities, public hospitals and other provincially- 
funded bodies. 


Therefore, in order that the Provincial Auditor would not be burdened 
with an overwhelming, if not impossible, audit responsibility, it was felt 
reasonable to limit our agency and corporation audit activities to those 
bodies where, generally: 


a) the Provincial Auditor had been appointed auditor by legislation or 
otherwise (by the Lieutenant Governor in Council, shareholders, etc. ); 
or 


b) the Government had endeavoured through legislation or otherwise to 
exercise a measure of control over the body through either the ap- 
pointment of an auditor by the Lieutenant Governor in Council, the 
ownership of more than SO per cent of the issued share capital, or 
through the appointment of a majority of the board of directors by 
the Lieutenant Governor in Council. 


Based on the foregoing, definitions were developed for an “agency of the 
Crown” (section 1(a) of the new Act) and a “Crown controlled cor- 
poration” (section 1(e) of the new Act). 


In the case of agencies of the Crown, section 9(2) of The Audit Act, 
1977 provides that in instances where an agency is audited by someone 
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other than the Provincial Auditor, the audit is to be performed under the 
direction of the Provincial Auditor, and such other auditor is required to 
report to the Provincial Auditor. 


In the case of Crown controlled corporations, section 9(3) of The Audit 
Act, 1977 provides that in instances where such a corporation is audited 
by someone other than the Provincial Auditor, such other auditor or 
auditors are required, upon completion of the audit, to deliver to the 
Provincial Auditor a copy of the audited financial statements together with 
a copy of the report of their findings and recommendations to manage- 
ment (i.e. management letter). Additionally, the Provincial Auditor will 
have access, if required, to the working papers and other documents re- 
lated to the audit of such corporations. 


4. Various sections of the new Act serve to improve the independence of 
the Provincial Auditor. While it can be fairly stated that the Auditor has 
had no interference whatsoever from the Government in the past, it was 
felt advisable to spell out his independence in legislation, in order to en- 
sure continuance of this situation. In this regard, section 12(1) of The 
Audit Act, 1977 provides that the Provincial Auditor will now submit 
his annual report to the Speaker, who shall table it forthwith before the 
Assembly. Under the prior Act, the annual report was submitted to the 
Lieutenant Governor in Council, and was tabled in the Assembly by a 
Minister of the Crown. 


Section 20 of the new Act provides that, with the approval of the Board 
of Internal Economy, the Auditor may employ such professional and other 
staff as he considers necessary. This section also provides that employees 
of the Provincial Auditor, as opposed to being civil or public servants, 
are now simply employees of the Office of the Provincial Auditor. 


Under section 29 of the new Act, the Auditor’s annual estimates are sub- 
mitted to the Board of Internal Economy. Following its review thereof, 
the Board then lays the estimates before the Assembly. 


In summary, it can be said that both the above sections 20 and 29 con- 
tribute to an increase in the Provincial Auditor’s independence by having 
his staffing and financial requirements approved by the Board of Internal 
Economy, and not by the Government. 


In addition to the changes covered in the preceding summary, certain other 
sections of The Audit Act, 1977 should be noted. For example, section 16 of the 
Act spells out the Provincial Auditor’s responsibilities with regard to the Standing 
Public Accounts Committee. At the request of the Committee, the Auditor shall 
attend its meetings to assist the committee in planning its agenda and conducting 
its review of the Public Accounts and the Auditor’s annual report. Pursuant to 4 
resolution of the committee, the Auditor is also required to examine into and re- 
port on any matter in respect of the Public Accounts. 


Section 12 requires the Auditor’s annual report to be submitted to the 
Speaker before the end of December in each year, unless the Public Accounts 
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have not been tabled. Under the prior Act, the time limit for submission of the 
annual report to the Lieutenant Governor in Council was “not later than the 
tenth day of the first session held in the following calendar year”, 


Additionally, section 12 of the new Act permits the Auditor at any time to 
make a special report to the Speaker relating to any matter that in his opinion 
should not be deferred until the annual report. The Speaker is then required to 
Jay such special report before the Assembly forthwith. 


5. Organization and Staffing. For the period covered by this Report, the Office 
of the Provincial Auditor consisted of four branches, each of which was ad- 
ministered by a Director. 


Public Accounts Audit Branch: audits the Public Accounts of the Province and 
public debt transactions. Responsible for the 
preparation of material for the Auditor’s Re- 
port and liaison with the Standing Public Ac- 
counts Committee. 


Revenue Audit Branch: audits payments into the Consolidated Revenue 
Fund—e.g. from various tax sources, Federal 
subsidy programs, etc. 


Expenditure Audit Branch: audits payments out of the Consolidated Rev- 
enue Fund—e.g. administrative expenditure, 
grants and subsidies, etc. 


Crown Agency Audit Branch: audits Boards, Commissions and other Crown 
Agencies. Where specified by legislation, 
directs or reviews audits of Agencies per- 
formed by public accountants. 


An organization chart of the Office as at March 31, 1978 is presented in Exhibit 
5 to this Report. 


At the date of this Report, the staff of the Office numbered seventy-four, 

thirty-four of whom are professionally qualified accountants. Twenty-two em- 
ployees are enrolled in various stages of courses leading to professional qualifica- 
tion through one of the following: The Certified General Accountants Associa- 
tion of Ontario, The Institute of Chartered Accountants of Ontario, or The Society 
of Management Accountants of Ontario. 
6. Staff Training and Professional Development. Recognizing the need to ensure 
that our auditing staff maintain the ability to carry out assignments in accordance 
with generally accepted auditing standards together with the use of current auditing 
techniques, the Office has increased its involvement in the area of staff training 
and professional development during the past year. 


Increased emphasis has been placed on the development of and arranging 
‘or in-house courses for both student training and staff development, the provision 
of any needed assistance to students in connection with their accounting courses 
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and examinations, as well as the development and maintenance of an enlarged 
Office library. 


Accordingly, courses and seminars have been held or are planned dealing 
with such subjects as payroll accounting and auditing, statistical sampling, the 
audit of EDP systems and new student orientation to the government budgeting 
and accounting process. 


Section 12 of The Audit Act, 1977 places increased responsibilities on this 
Office regarding the audit of economy and efficiency of expenditures and the 
effectiveness of programs. With this in mind, certain members of the staff have 
been involved in research related to operational auditing together with the per- 
formance of pilot audits of an operational nature. Moreover, several reference 
books dealing with this subject have been added to the Office library. 


7. Meeting of Legislative Auditors. Commencing in 1973 the Provincial Auditors 
and the Auditor General of Canada have met annually to discuss matters of 
mutual interest and concern, and to review the role and direction of their respective 
Offices. These meetings provide an excellent forum for the exchange of ideas and 
information, and for the development of new and better ways of discharging audit 
responsibilities. The sixth annual meeting was held in Edmonton on September 
25-27, 1978, and was attended by two members of this Office. 


8. Examination of Accounts of the Office of the Provincial Auditor. Section 25 
of The Audit Act reads as follows: 


“An officer, appointed by the Lieutenant Governor in Council, shall examine 
the accounts relating to the disbursements of public moneys on behalf of the 
Auditor and his staff and such officer shall report thereon to the Lieutenant 
Governor in Council.” 


Accordingly, a public accounting firm was appointed by Order in Council 
dated January 11, 1978 to audit the accounts of the Office of Provincial Auditor 
for the two year period ended March 31, 1977. This audit was completed and 
the following report, dated March 6, 1978, was made to the Lieutenant Governor 
in Council: 


“We have examined the statements of expenditure of the Office of Provincial 
Auditor for the years ended March 31, 1976 and 1977. Our examination 
was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered neces- 
sary in the circumstances. 


“In our opinion, these statements present fairly the expenditures of the 


Office of Provincial Auditor for the years ended March 31, 1976 and 1977 in 


accordance with the basis of accounting described in Note 1 to the state 


ments, applied on a consistent basis. 


“As explained in Note 1 the Office’s statement of expenditure for 1977 has 
not been prepared in accordance with the changed basis of accounting fol- 
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lowed by the Province of Ontario with respect to the Public Accounts for 
the year ended March 31, 1977.” 


By way of explanation, Note 1 to the statements read as follows: 


“These statements for 1976 and 1977 have been prepared using the basis 
of accounting followed by the Province of Ontario with respect to the Public 
Accounts for the year ended March 31, 1976. This basis uses the ‘cash flow’ 
principle of accounting modified to allow an additional thirty days to pay 
for goods or services pertaining to the fiscal year just ended. 


“For the year ended March 31, 1977, the Province changed its practice of 
accounting for bi-weekly payrolls. Payments to employees for the pay period 
which overlaps the fiscal year end date were to be apportioned between the 
1977 and 1978 fiscal years. This change was not applicable for 1977 to the 
Office of Provincial Auditor and the other bodies which report directly to 
the Legislature and whose estimates are reviewed by the Board of Internal 
Economy. Had the change been applicable the effect would have been to 
increase the Office’s 1977 expenditure by approximately $50,000.” 


Under section 28 of The Audit Act, 1977, “a person or persons, not em- 
ployed by the Crown or the Office of the Assembly, licensed under The Public 
Accountancy Act and appointed by the Board, shall examine the accounts relating 
to the disbursements of public money on behalf of the Office of the Avditor and 
shall report thereon to the Board and the chairman of the Board shall cause the 
report to be laid before the Assembly if it is in session or, if not, at the next 
ensuing session.” 


At its June 5S, 1978 meeting, the Board of Internal Economy approved the 
appointment of a public accounting firm to audit the disbursements of this Office 
for the fiscal years ended March 31, 1978 and 1979. As at the date of this 
Report, the audit of disbursements relating to the year ended March 31, 1978 
has been completed, and it is expected that the auditor’s report will be laid 
before the Assembly during the fall session. 


9. Timetable for Preparation and Submission of the Provincial Auditor’s Annual 
Report to the Legislature. Section 12(1) of The Audit Act, 1977 requires that 
the Auditor’s Report be submitted to the Speaker of the Assembly not later than 
December 31st each year, provided that the Public Accounts have previously been 
laid before the Assembly. 


To comply with this section of the Act, and to allow the required time for 
the preparation and printing process, our Report covers audits completed to the 
end of September. Our 1977-78 Report, therefore, covers audit activity through 
the twelve month period October, 1977 to September, 1978. 
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PUBLIC ACCOUNTS 


10. Preparation of the Public Accounts. The Public Accounts, which are pub- 
lished in three volumes, are prepared under the direction of the Treasurer of 
Ontario as stipulated in section 13 of The Ministry of Treasury, Economics and 
Intergovernmental Affairs Act, 1972. This section reads as follows: 


“The Public Accounts for the 1971-72 fiscal year and subsequent years 
shall be prepared under the direction of the Treasurer and shall be delivered 
to the Lieutenant Governor in Council and laid before the Assembly not 
later than the tenth day of the first session held in the following calendar 
year.” 


The audit of the Public Accounts consists of an examination of the financial 
statements of the Province appearing in Volume 1, on which the Provincial Audi- 
tor expresses an opinion. This expression of opinion, which is unqualified for the 
1977-78 fiscal year, appears on Page 23 of Volume | of the 1977-78 Public 
Accounts, and also forms part of Exhibit 1 of this Report. 


Volume 2 contains reproductions of audited financial statements of Crown 
Agencies: 

a) in which the Province has an investment, or 

b) which have borrowed from the Province, or 

c) which have borrowed from others with a guarantee by the Province, or 


d) which are funded substantially or entirely by revenues generated from 
their operations. 


In previous years, only agencies falling under categories a) and b) were included 
in Volume 2. However, commencing with the 1977-78 fiscal year, due to in- 
creased interest and concern being expressed both federally and provincially on 
Crown agency reporting, categories c) and d) were added. As a result of this 
change, the financial statements of eight agencies have been added to Volume 2 of 
the 1977-78 Public Accounts — Ontario Food Terminal Board, The Niagara 
Parks Commission, The St. Clair Parkway Commission, Toronto Area Transit 
Operating Authority, Ontario Place Corporation, Ontario Lottery Corporation, 
Workmen’s Compensation Board and Ontario Stock Yards Board. 


The details of expenditure appearing in Volume 3 of the Public Accounts 
are not reviewed by this Office prior to publication, but are subject to examina 
tion during our subsequent post-audit of the Ministry concerned. 


11. Changes in Format, Volume 1 of Public Accounts. Certain revisions have 
been made in the format of Volume 1 of the 1977-78 Public Accounts, the more 
significant of which we believe should be described at this point. 


Section 1 of Volume | now contains only the audited financial statements of 
the Province, together with the summary of significant accounting policies. Be- 
cause of their magnitude, figures appearing on the financial statements are noW 
being rounded to millions of dollars. 


These financial statements consist of the statements of assets and liabilities, — 
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consolidated revenue fund, budgetary revenue, budgetary expenditure, non-budg- 
getary transactions and debt transactions. In previous years, the latter four state- 


ments were in the form of eight schedules to the Statement of consolidated rey- 
enue fund. 


An integral part of these financial statements js the notes thereto, which have 
been produced for the first time. These notes, to which the financial statements 
have been cross-referenced, provide necessary additional information relating to 
many of the items appearing on the statements. In previous years, information 
now contained in the notes formed part of various schedules to the financial 
statements. 


The schedules to the financial statements, previously included as part of 
section 1 of Volume 1, are now contained in section 2. Because of information 
now contained in notes to the financial Statements, certain schedules have, to a 
minor extent, been abbreviated. Since many of the items appearing on the sched- 
ules are much smaller in magnitude than those contained in the financial state- 
ments, the schedules continue to be rounded to the nearest dollar. Similarly, mis- 
cellaneous statements and Ministry statements, contained in sections 3 and 4 of 
Volume 1, are still stated to the nearest dollar. 


For information purposes, the audited financial statements of the Province 
for the 1977-78 fiscal year, including the notes thereto and the summary of signi- 
ficant accounting policies, are reproduced as Exhibit 1 to this Report. 

12. Presentation of Acquisition/Construction of Physical Assets in the Public 
Accounts. Expenditure with respect to the acquisition/construction of physical 
assets totalled $352,189,144 for the year ended March 31, 1978, and is sum- 
Marized by Ministry on page 33.of Volume 1 of the 1977-78 Public Accounts. 


| As indicated in the guide to the 1977-78 Public Accounts, Volume 1, page 
9, the acquisition/construction of physical assets standard accounts classifica- 
tion includes all costs of acquisition and construction by contract of new and used 
buildings and engineering structures. This standard accounts classification does 
not, however, include the cost of work performed by the Province’s own labour 
force with respect to new capital formation, nor does it include the costs of 
‘Materials and services provided by the Province for use by contractors on capital 
projects. Such costs are termed “own account” expenditure and are charged to 
other standard accounts classifications — salaries and wages, services, etc. 


“Own account” expenditure is substantial and, according to records main- 
tained in this regard, totalled in excess of $70 million for the 1977-78 fiscal year. 


} 





13. The Standing Public Accounts Committee. Reference was made in our 1976- 
77 Report (section 12) to the formation of the Standing Public Accounts Com- 
‘mittee for the First Session of the Thirty-First Parliament and to the fact that one 
Committee meeting was held prior to adjournment of the Assembly on July 12, 
1977 for the summer recess. 


Upon the return of the Legislature in the fall of 1977 the Committee resumed 
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its activities. Eight meetings were held during the period from October to 
December 1977, and the Committee submitted a report to the Assembly on De- 
cember 15, 1977. 

A new Standing Public Accounts Committee was constituted for the Second 
Session of the Thirty-First Parliament which commenced on February 21, 1978. 
This Committee consists of twelve members and, as is the custom, is chaired by 
a member of the Official Opposition, with party membership proportional to the 
respective party membership in the Legislature. During this session, which was 
adjourned for the summer recess on June 23, 1978, the Committee held eleven 
meetings in the months of March to May. Additionally, the Committee made an 
interim report to the Assembly on June 22, 1978. 


14. Recommendations of the Standing Public Accounts Committee. For informa- 
tion purposes, Exhibit 9 to this Report provides the current status of recommenda- 
tions contained in Reports of the Standing Public Accounts Committee to the 
Legislature dated July 10, 1975, December 14, 1976 and March 29, 1977 to the 
extent that such recommendations were considered unresolved per Exhibit 12 
of our 1976-77 Report. 


Exhibit 9 also summarizes the current status of recommendations contained 
in the Committee’s December 15, 1977 Report to the Legislature, as well as the 
recommendations contained in the Committee’s June 22, 1978 Report. In con- 
nection with the June 22, 1978 Report, it is considered that, for the most part, in- 
sufficient time has elapsed to permit effective action to be taken with regard to 
the recommendations contained therein. Therefore, the status of these recom- 
mendations will be covered in our 1978-79 Report to the Legislature. 


COMMENTS ON THE CONSOLIDATED REVENUE FUND ZS 
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15. Introductory Comments. As explained in the “Summary of Significant Ac- 
counting Policies” contained in Exhibit 1 of this Report, the transactions of the 
Province are presented through the Consolidated Revenue Fund in summary form 
according to the three distinct areas of government activity: 


— “Budgetary Transactions” are operational activities involving the raising 
of revenue from various sources on the one hand, and the expenditures 
for various government programs on the other. 


— “Non-Budgetary Transactions” are the lending, investment and trust ad- 
ministration functions. 


— “Debt Transactions” are the borrowing and repayment transactions. 


16. Statement of Consolidated Revenue Fund. The Statement of Consolidated 
Revenue Fund for the fiscal year ended March 31, 1978 is contained in Volume 
I of the Public Accounts and is reproduced in Exhibit 1 to this Report. Where 
necessary, 1976-77 figures have been reclassified to conform with 1977-78 pres- 
entation. The content of the Statement of Consolidated Revenue Fund may be 
summarized, to the nearest dollar, as follows: 


1977-78 1976-77 
$ $ 
Payments into the Consolidated Revenue Fund: 

Budgetary Transactions 

ER 8 te Lt Lies a he ER ey ae 11,308,270,516 10,692,519,473 
Non-Budgetary Transactions 

NNER IS 0b hh nf Wl Ore, ts I ee ee ee eho 320,829,794 265,374,793 

ER ede eee innateg one tee «2 clin leneeiehdmved fo” 420,944,613 398,826,405 
Debt Transactions 

Bemsrecds OL" DOAN o,.. co e, e e ee e, 2,035,678,146 1,667,003,611 


14,085,723,069 13 .0235/.24,202 


Payments out of the Consolidated Revenue Fund: 
Budgetary Transactions 








eM CLNIT Os. 2c Fets 1. eee ee og See 133129 483.713 1921237211 
Non-Budgetary Transactions 
ES SIU 26h sted RS ng le ete 948,938,160 907,291,213 
COS waht )s.. eld, artic GON ee oe 124,983,475 116,525,210 
Debt Transactions 
Berecmients Of. LOans 0.) Aone eee 137,920,247 305,776,340 
14,341,325,595 13,250,829,974 
ncrease (Decrease) in Consolidated Revenue Fund ........ (255,602,526) (22 7105692) 
Sonsolidated Revenue Fund: Beginning of year ............ 803,935,692 1,031,041,384 
-onsolidated Revenue Fund: End of Veatet 2 oe nee 548,333,166 803,935,692 





(7. Payments into the Consolidated Revenue Fund. As indicated in the pre- 
-eding summary these payments are classified as Revenue (Budgetary Transac- 
ions), Receipts and Credits (Non-Budgetary Transactions) and Proceeds of 
~oans (Debt Transactions). Revenue consists of moneys raised through taxation, 
remiums, fees, licences and permits, payments from the federal government 
inder cost-shared programs and income from investments. Receipts are repay- 
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ments received relative to the investment activities (loans, advances, etc.) of the 
Province, while Credits are moneys received for allocation to the pension fund, 
deposit, trust and reserve account liabilities of the Province. Proceeds of Loans 
represent the moneys received from Provincial debenture issues and other borrow- 


ings. 


18. Statement of Budgetary Revenue. The Statement of Budgetary Revenue is 
contained in Volume 1 of the 1977-78 Public Accounts and is reproduced as part 
of Exhibit 1 to this Report. The content of the Statement of Budgetary Revenue, 
to the nearest dollar, may be summarized as follows: 


Increase 
1977-78 1976-77 (Decrease) 
$ $ $ 
Taxation 

Personal AnCOmies TAK. separa Peete 2,446,688,816 1,782,197,362 664,491,454 
Retail Gales: 12% Givens testa one 1,926,536,587 1,775,114,499 151,422,088 
Corporations ax, <.teacqun. eee 1,013,541,154 1,001,722,894 11,818,260 
CE ETS Unde. nidecpelcee PEE ec eee eae 1,243,635,746 1,446,933,815 (203,298,069) 
6,630,402,303 6,005,968 ,570 624,433,733 








Other Revenue 
Premiums — Ontario Health 


TnstiranGes Plat cncctevcusaceeeee E29, 954.952 798,656,250 31,278,702 

Profits from Crown Corporations 
Aid BOATS ass. dn ewe 398,300,000 378,195,807 20,104,193 
Fees, licences and permits .................. 474,126,377 A12,651,192 61,475,185 
CEH ETS Pict tacaiud ates b Sen ee 265250 4/2 238,040,922 27,310,550 
1,967,712,801 1,827,544,171 140,168,630 








Government of Canada 
Reimbursements of Expenditures 
ric Other May dada ates oe 2,062,255,978 2,235,809,467 (173,553,489) 


|G To) os) a ean ae tact ran ae 647,899,434 623,197,265 24,702,169 
11,308,270,516 10,692,519,473 615,751,043 


19. Additional Comments Re Budgetary Revenue. The following comments are 
presented for informative purposes: 


TAXATION, AND GOVERNMENT OF CANADA — REIMBURSEMENTS OF EX- 
PENDITURES AND OTHER. The increase in Personal Income Tax revenue of $664.5 
million and a decrease of $285.1 million in Federal Government Income Tax 
Revenue Guarantees, included in the grouping of other sources of Taxation 
revenue, accounted for a substantial portion of the net increase of $624.4 million 
in Taxation revenue during the 1977-78 fiscal year. 


Recoveries of expenditure made by the Province under cost-sharing projects 
with the Government of Canada decreased by $173.6 million in 1977-78. 


The above changes in Taxation and Government of Canada revenues result, 
in part, from the new Federal-Provincial Fiscal Arrangements and Established 
Programs Financing Act, 1977 (Canada) which was assented to on March 31, 
1977 (see Exhibit 1 — note 10 to the financial statements ). 


OTHER REVENUE — PROFITS FROM CROWN CORPORATIONS AND BOARDS: 
Revenue transferred to the Consolidated Revenue Fund during the year from the 
profits of the Liquor Control Board of Ontario amounted to $327.3 million. The 
comparable figure for the preceding year was $302.2 million. 
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Wintario Lottery proceeds paid into the Consolidated Revenue Fund in 
accordance with section 9 of The Ontario Lottery Corporation Act, 1974 totalled 
$71 million (1976-77, $76 million). Section 9 of the Act further provides that 
such profits “‘be available for the promotion and development of physical fitness, 
sports, recreational and cultural activities and facilities therefor”. During the year 
ended March 31, 1978, payments by the Ministry of Culture and Recreation in 
the form of grants for projects, facilities and events amounted to $62.3 million. 
The comparable figure for the previous year was $33.3 million. The statement 
of “Wintario Proceeds” is shown on page 73 of Volume 1 of the 1977-78 Public 
Accounts. See section 56 of this Report for comments on Wintario grants. 


INTEREST ON LOANS, ADVANCES AND INVESTMENTS. The sources of interest 


revenue are fully detailed on pages 201-202 of Volume 1 of the 1977-78 Public 
Accounts. 


Major sources of revenue were interest on advances to Ontario Hydro 
amounting to $209.3 million, and interest on advances to The Ontario Education 
Capital Aid Corporation and The Ontario Universities Capital Aid Corporation 
of $92.2 million and $88.1 million respectively. 


20. Non-Budgetary Transactions, Receipts and Credits. Details of Receipts and 
Credits, totalling $320,829,794 and $420,944,613 respectively for the 1977-78 
fiscal year, are shown on pages 34-35 and pages 37-39 of Volume 1 of the Public 
Accounts. Comments with respect to certain receipt and credit items are contained 
in the Comments on Assets and Liabilities, sections 32-33 and 36-37 respectively 
of this Report. 


21. Debt Transactions, Proceeds of Loans. Details of Proceeds of Loans total- 
ing $2,035,678,146 for the 1977-78 fiscal year are shown on pages 43-44 of 
Volume 1 of the Public Accounts. These moneys resulted mainly from the issue 
of Straight term and serial Ontario debentures maturing in the years 1997 to 2017. 


. Payments out of the Consolidated Revenue Fund. As indicated in the sum- 
nary contained in section 16 these payments are classified as Expenditure (Bud- 
xetary Transactions), Disbursements and Charges (Non-Budgetary Transactions) 
and Retirements of Loans (Debt Transactions ). 


| Budgetary Expenditure includes payments for goods and services, salaries, 
nterest on public debt, subsidies and grants, and acquisition or construction of 
ixed assets. Disbursements are payments made in respect of investments, loans 
ind advances, while Charges are payments made from pension funds, deposit, 
rust and reserve accounts. Retirements of Loans are payments in respect of the 
lebt obligations of the Province. 

| Payments out of the Consolidated Revenue Fund are of two major types: 
hose pursuant to Estimates, including Supplementary Estimates, approved by the 
Legislative Assembly, and those pursuant to the provisions of various statutes. The 
ormer are termed payments from Voted Appropriations while the latter are 
“rmed payments from Statutory Appropriations. Voted Appropriations, which are 
ormalized annually by legislation cited as The Supply Act, may be augmented 
'y Management Board Orders. The nature of Management Board Orders is more 
uly explained in section 85. 
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A third type of payment out of the Consolidated Revenue Fund is that 
pursuant to delegated authority in the form of Special Warrants. The nature of 
this authority is more fully explained in section 86. 


A summary of the payments out of the Consolidated Revenue Fund by type 


and classification is as follows: 


Payments re 1977-78 1976-77 
$ $ 
Voted Appropriations 
Per Legislative Assembly 

Budgetary Expenditure ............. ccs 11,550,291,847 10,453,075,765 © 
Disbursements oi: ccicesdeevecetnaeteetaeneagreeeene oes 307,144,430 425,844,291 
Charges RRP ee ee mmr ARR SR re ne ECC Gr Batt OOo ik Clan _-. eee 
11,857,436,277 10,878,920,056 - 
Per Management Board Orders | 
Budgetary Expenditure 0.0... 151,206,380 273,819,858 » 
Tyisburseivients’ ccccccsswuits wecemoaes: ass — 26,7 Jame 
TATOOS es eccysey hs stor sop een eee enter age eet —— — | 
151,206,380 273,846,613 
Total Voted Appropriations |... 12,008,642,657 11,152,766,669 
Statutory Appropriations | 
Budgetary Expenditure: = 002). caniat oeneves 1,426,885,486 1,194,284,254 
Disbursements - sccws. do wes eee 641,793,730 475,170,167 | 
Cnarges “de ee a + tvche ihe eee 124,983,475 116,525,230 
Retirements of Loans . . 137,920,247 330,336,294 | 
Total Statutory Appropriations ....... 2,331,582,938 2,116,315,925° 
Special Warrants : 
Budgetary Expenditure ..... 1,100,000 57,334. 
TSisDUTSOMGT CS su. oy. vs sen egret veo orca — 6,250,000. 
Cigrees Sa hlajarl. Seether ae a eta a a | 
Total Special Warrants J/../ 02). 0 1,100,000 6,307,334 | 
Total Payments 14,341,325,595 13,275,389,928 





| 


23. Statutory Appropriations. During the 1977-78 fiscal year Statutory Appro-. 
priation payments made under the authority of 31. Acts exceeded, 32.3 billion. 
This expenditure constituted 16.2 per cent of the total payments out of the Con-' 
solidated Revenue Fund. Comparative percentages for the 1976-77 and 1975-76 
fiscal years were 15.8 and 16.5 respectively. ! 


A summary, by authorizing legislation, of the four highest accumulated pay- 
ments follows: | 


1977-78 1976-77 

$ $ | 

The Financial Administration Act ........0cccccei ie 1,430,152,527 — 1,422,301,06%) 
The Power Corporation Act 2). ee ae ee 450,000,000 300,000,00 
The. Teachers* Superannuation “Acti 19 eee 109,017,608 82,427,46.) 
The Ontario Education Capital Aid Corporation Act ......... 80,992,000 77,324,00) 
2.070, 1625185 1,882,052,52'| 

en Sean 


Expenditure under the above Acts accounted for 88.8 per cent and 90.0 pe 
cent respectively of total Statutory Appropriation payments made in fiscal year 


| 
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ia 


| 1977-78 and 1976-77. Public Debt interest expenditure of $1.242 billion and 
_ $1.069 billion for fiscal years 1977-78 and 1976-77 respectively is included in 
_ the amount shown under The Financial Ad 

















ministration Act. 


For reference purposes, 


1977-78 statutory payment activity is summarized 
in Exhibit 4 of this Report. 


24. Comparison of Authorized and Actual Payments — Voted Appropriations. 
This comparison for the fiscal year ended March 31, 1978 is as follows: 





Actual 


Under (Over) 
Authorized Actual Authorized 
$ $ $ 


' Voted Appropriations 

_ Per Legislative Assembly 

Budgetary Expenditure 

Disbursements 
Charges 


eae e 12,078,280,300 12091 847 527,988,453 
A eh Le 416,209,000 307,144,430 109,064,570 


—. —_—— — 


| 12,494,489 300 11,857,436,277 637,053,023 
- Per Management Board Orders 


Budgetary Expenditure ..... 173;871,550 151,206,380 22,665,170 
Disbursements 


Charges 


—_—— — —_— 


—_— —_— —_— 


i, 2cgee Bs 12,668 360,850 12,008 642,657 659,718,193 


It will be noted that the amount of $12,494,489,300 appropriated by 
the Legislative Assembly in itself exceeded the total actual payments of 
$12,008,642,657. This excess was in the amount of $485,846,643. Where indi- 
vidual votes and items were of insufficient amount, funds in excess of those 


authorized by the Legislative Assembly were made available under the authority 
of Management Board Orders. 


——————— eT 


5, Statement of Budgetary Expenditure. The Statement of Budgetary Expen- 
diture is contained in Volume 1 of the 1977-78 Public Accounts and is reproduced 
n Exhibit 1 to this Report. Budgetary Expenditure may be summarized as follows: 


i 
i 


Budgetary Expenditure re 1977-78 ae 
$ 

Toted Appropriations 

_ Per Legislative Pissenivly, enon v2. tes, oa) ee 12,5505291,847 10,453,075,765 
Per Management Board Orders .................... 151,206,380 273,819,858 
| 11,701,498,227 10,726,895,623 
tatutory Appropriations ............................ 1,426,885,486 1,194,284,254 
Bey Warrants 00. 1,100,000 57,334 
Total Budgetary Expenditure 


Lae 13,129,483,713 1121237201 


1 





6. Summary of Budgetary Expenditure by Ministry. The following summary 
ompares, by Ministry, Budgetary Expenditure for the 1977-78 fiscal year with 
rat for the 1976-77 fiscal year. Comparative figures have been reclassified where 


_ ecessary to conform to 1977-78 presentation. 


| By way of additional information, a monthly breakdown of budgetary ex- 
enditure by Ministry is presented as Exhibit 2 to this Report. 


| 
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Increase 
Ministry 1977-78 1976-77 (Decrease) 
$ $ 

Office of the Lieutenant Governor ...... 96,130 97,597 3,200 
Office of ‘The Assembly =..2:2-43.-2 29,750,864 16,751,833 12,999,038 
Office: or The Premier ic cnce ee Dat ho 1,442,526 74,669 
Cabinet Once k.tobcciisnc eas cme 893,425 1,002,099 (108,674) 
Management Board of Cabinet ............ 7,845,993 8,140,450 (294,457) 
Office of Provincial Auditor ............... 1,907,010 1,706,630 200,380 
Office of the Ombudsman «2... .0-...0.0.7. 4,128,962 2,809,000 1,319,962 
Government Services sinc cnet roars PAM Ch ee pe eS 295,679,743 (24,319,810) 
inifavgdaijacak’s Cia:\ te: DP MCn heer eee renee ote 1135292525 86,575,634 26,716,889 
ReVenee oe pits ay ene cerecdcene ence 194,523,637 197,869,618 (3,345,981) 
Treasury, Economics and 

Intergovernmental Affairs ............... 1,652,558,689 1,551,509,548 101,049,141 
Fustice PONCY fssestces-ancmorecamaes 428,698 367,904 60,794 
Attorney General: inci. d ieee 129,737,344 116,401,658 13,335,686 
Consumer and Commercial Relations 63,381,348 60,488,416 2,892,932 
COLYectiona ll SOLvices: |. Aird. ies teveceeee 125,764,464 107,033,835 18,730,629 
fa) FVer Ce Lael © Lol vlad m1 Manerened art or meee me ec 152,878,009 143,723,061 9,154,948 
Resources Development Policy ............ 3.199.075 3,045,549 153,526 
Agriculture and Food ............:.: ie 169,807,375 164.) 2.210 5,080,158 
Pine reye rica cack Sa eee 7,350,459 3,679,707 3,670,752 
PD PCITORINIETIL: (cartes ke gbnnsnsenngaend eon ee omen 113,478,961 98,808,847 14,670,114 
PUG UGH pros ected oneonte cep aneres 171,788,921 157,195,188 14,593,733 
Industry and Tourism ..........0:: eee 53,413,037 56,247,463 (2,834,426) 
Toahinite eee cine cessaciee reat ee 29,348,017 23,472,189 5,875,828 
Natural? Resources: 5.4. 5k. de ew a 242,201,223 230,772.34) 11,434,876 
Transportation and Communications .. 1,034,936.086 L* 6 Am a he 117,744,209 
Social Development Policy ................ 2,113,854 2,001,461 112,398 
Colleges and Universities ... nail 1,257,860,696 115795565,531 100,294,865 
Community and Social Services . 1,115,958,446 1,036,271,348 79,687,098 
Culture*and’ Recreation’ vn. lntie we 191,471,166 144,020,494 47,450,672 
Education 6.525: .c- eatee~ wees BBA Te 22> 1,985,850,005 356,528,290 
EPS Ci eee a aT Oe Ee, Oe TRE oy 3,644,107,878 3 348,793,136 295,314,742 


1,208,246,502 





13,129,483,713 LU 921323 7.204 





27. Additional Comments Re Budgetary Expenditure. 
are presented for informative purposes: 


The following comment: 


OFFICE OF THE ASSEMBLY. Increased expenditure under The Election Ac 
of $8.7 million and Services of $2.4 million accounted for most of the increas 
in expenditure of $13 million over that of the previous year. 


OFFICE OF THE OMBUDSMAN. Salaries and Wages and Services represente: 
83.9 per cent of the expenditure for the year and accounted for a major portio 
of the increase in expenditure over that of the prior year. 


GOVERNMENT SERVICES. The Provision of Accommodation Program Wé 
the major expenditure of the Ministry. This program provided accommodatio: 
for ministries and agencies of the Ontario Government. Expenditure on th 
program totalled $133.6 million for 1977-78. 


NorTHERN AFFairs. The Regional Priorities and Development Prograr 
which provided for the establishment and implementation of regional prioritiv 
for the improvement of transportation and other services in Northern Ontari, 
expended a total of $84.6 million during 1977-78. This was 74.7 per cent of tl 


Ministry’s expenditure for the year. 


| 
| 
. 
| 
, 
| 
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ENERGY. Payments for Services, main] 
_ jects, represented 66.5 per cent of the expe 
_ $3.2 million of the increase in expenditure o 


y related to energy conservation pro- 
nditure for the year and accounted for 
ver that of the previous year. 





LaBour. The Occupational Health and Safety Program with expenditure of 
$13.9 million was the major expenditure of the Ministry. The function of this 


program was to promote and ensure the existence and maintenance of a healthy 
and safe occupational environment. 


NATURAL RESOURCES. Expenditure on the Land Management Program, which 
included provision for the administration and protection of Crown lands and 


_waters, totalled $102.1 million and accounted for 42.2 per cent of the Ministry’s 
expenditure for the year. 


| TRANSPORTATION AND COMMUNICATIONS. The major areas of expenditure 
in 1977-78 were the Provincial] Roads Program, $383.3 million, the Municipal 
‘Roads Program, $344.6 million and the Municipal Transit Program $153.5 mil- 
lion. These programs included construction and maintenance of the Provincial 


i . sre Bute as 
Toad network and assistance to municipalities for municipal roads and urban 
transit systems. 


COLLEGES AND UNIVERSITIES. Transfer payments amounted to $1.241 billion 
and represented 98.6 per cent of the Ministry’s expenditure. Grants to Universities 
and related organizations amounted to $791.6 million, while grants to Colleges 


of Applied Art and Technology and other organizations amounted to $376.1 
million. 


| COMMUNITY AND SociaL SERVICES, Transfer payments totalled $900.8 mil- 
lion and represented 80.7 per cent of the Ministry’s expenditure. These payments 
were concentrated mainly in the Social Resources and Children’s Services Pro- 
zrams, These programs provided financial assistance and social services to persons 
nneed and care for children in need respectively. 

| CULTURE AND RECREATION. Transfer payments amounted to $163.8 million 
ind represented 85.6 per cent of the Ministry’s expenditure. Grants for projects, 
acilities and events under the Wintario Program totalled $62.3 million, an in- 


Tease of $29 million over the preceding year. 


_ EpucaTIon. Transfer payments aggregated $2.265 billion and represented 
'6.7 per cent of the Ministry’s expenditure in 1977-78. The General Legislative 
rants transfer payment under the School Business and Finance activity of the 


‘ducation Program amounted to $1.870 billion, an increase of $177.7 million over 
te prior year, 


The Ministry’s expenditure of $2.342 billion was 17.8 per cent of the total 
Xpenditure of the Province for the year. 
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Expenditure on education by both the Ministry of Education and the 


Ministry of Colleges and Universities amounted to 


$3.600 billion, or 27.4 per 


cent of the total expenditure of the Province for the year. The comparable figures 
for the preceding year, as restated, were $3.143 billion and 26.4 per cent. 


HEALTH. Transfer payments amounted to $3.378 billion and represented 
92.7 per cent of the Ministry’s expenditure in 1977-78. Payments made for the 
operation of hospitals and related facilities, $1.989 billion, and for care provided 


by physicians and practitioners under the Ontario Health Insuranc 


e Plan, $0.9 bil- 


lion, accounted for 85.5 per cent of the total transfer payments. The specified pay- 
ments increased by $108.1 million and $97.9 million, respectively in 1977-78, 
Ministry’s expenditure for the 


accounting for 69.8 per cent of the increase in the 


year. 


The Ministry’s expenditure of $3.644 billion was 27.8 per cent of the total 
expenditure of the Province for the year. Comparable figures for the preceding 
year, as restated, were $3.349 billion and 28.1 per cent. 


28. Non-Budgetary Transactions, Disbursements and Charges. Disbursements 


may be summarized as follows: 


Disbursements re 


Voted Appropriations 
Per Legislative Assembly ................-- 
Per Management Board Orders ............... 


Statutory Appropriations ............005 . 
Special Warrants ........ 


1977-78 
$ 


307,144,430 


307,144,430 


641,793,730 


948,938,160 


1976-77 
$ 


425,844,291 
26,759 


425,871,046 


475,170,168 
6,250,000 


907,291,213 





As is evident from the foregoing summary, Disbursements made out of 
Statutory Appropriations increased by approximately $167,000,000 in 1977-78. 
Significant in this regard was an increase in advances made to Ontario Hydro from 
$300,000,000 in 1976-77 to $450,000,000 in 1977-78. 


Details of Disbursements are shown on page 36 of Volume 1 of the 1977-78 
Public Accounts. Comments with respect to certain disbursement items are con- 
tained in the Comments on Assets and Liabilities sections 32-33 of this Report. 


Charges for 1977-78 totalled $124,983,475, all of which were paid out of 


Statutory Appropriations. 


Details of Charges are shown on pages 40-42 of Volume 1 of the 1977-78 
Public Accounts. Comments with respect to a number of charge items are in- 
cluded in the Comments on Assets and Liabilities sections 36-37 of this Report. 


29. Debt Transactions, Retirements of Loans. 


Details of Retirements of Loans 


totalling $137,920,247 for the 1977-78 fiscal year are shown on pages 45-46 of 
Volume 1 of the Public Accounts. These payments relate to the redemption of, 


Ontario debentures. 





| 


\, 
} 


} 
| 


f these amounts are less than $1 million in magnitude. 
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COMMENTS ON ASSETS AND LIABILITIES 
30. Introductory Comments. As explained in the “Summary of Significant Ac- 
counting Policies” outlined in Exhibit 1 of this Report, the financial statements 
of the Province reflect a modified cash basis of accounting. In addition, Pro- 
vincial expenditure on fixed assets js treated as non-recoverable expenditure 
of each fiscal year. As a result, the Statement of Assets and Liabilities does not 
include assets such as buildings, land or accounts receivable nor liabilities such as 





accounts payable. However, memorandum records of certain of these assets and 
_ liabilities are maintained for internal control purposes. The memorandum accounts 
_for Accounts Receivable and Accounts Payable at March 31, 1978 are shown 
in Volume 1 of the 1977-78 Public Accounts, pages 78-81. 


31. Statement of Assets and Liabilities. The Statement of Assets and Liabilities 
as at March 31, 1978, as shown in Volume 1 of the 1977-78 Public Accounts, 
is included in Exhibit 1 of this Report. The body of the Statement, to the nearest 
million dollars, is reproduced here for reference purposes. 









































1978 1977 
Assets ($ millions) ($ millions) 

Cash, temporary investments and marketable securities (Note 1) ..... 548 804 
Advances to Ontario Re OMINO DE 2 iris askin nies sonoma dad uot a 2,926 pee 
Advances and investments — other corporations, boards and 
Meme SIONS (NOLS )e ecco cc ctssesccttenleellevbbeeesccoseceecc. 4,455 4,333 
‘Investments in water treatment and waste control facilities 

(at cost less PeCuvenies ) UNOLER 4h. ph oh Mike oo ick 880 780 
Loans PUPA NOS eect i. Ore PINRO FO. 2 el, ooh 9 325 299 
‘Other loans and investments PIN GGG te) aie Series, coasts, A oR 269 iy 
ERR ET EEE SS da 9,403 ,030 
Oe a TIS 6,157 
17,381 153187 
Liabilities 
Deposits with The Province of Ontario Savings Ofice 4.0... 345 339 
MRSS (NOt 6) sick octets ee 1,336 1,140 
Deposit, Besisie AnGreKerve. ACCOUNTS 4 Aiko. @ a eww cy een fl koe 322 229 
Advances CSTE AS) et do ett gk a we 112 To 
ince py sche b asnso he cbee seser 130 130 
Meme itres-and notes (Note 7) occ coccscceceseecccccoececccc 15; 53:6 1352/4 
| 17,381 15,187 
FOntingent liabilities (Note 8) occ 6,152 55/35 











} 





Somments on certain assets and liabilities, supplementary in nature to information 
ontained in the notes to the financial statements and schedules appearing in the 
*ublic Accounts, are made in succeeding sections of this Chapter. Amounts 
eferred to in these comments have been rounded to the nearest dollar, since many 


| 


| 2. Advances and Investments — Other Corporations, Boards and Commissions. 

he balances included under this heading, with comparable balances for the 
-Teceding year, and the financial activity during the 1977-78 fiscal year were as 
~—llows: 


| 
| 
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Advances/ 
Investments Repayments 


March 31, 1977 Made Received March 31, 1978 
$ $ $ $ 

The Ontario Education Capital 

Aid Corporation ........c 1,254;222:550 80,292,000 61,512,736. 1,273,701,884 
The Ontario Universities Capital 

Aid Corporation .........:. 1.224,627,314 33,942,433 26,275,008 1,232,294,734 
Ontario Mortgage Corporation .... 694,039,300 85,502,000 21,378,900 758,162,400 
Ontario Housing Corporation .... 330,658,335 30,381,180 Te 3002 348 666,013 
Ontario Student Housing 

Corporation oo... $5143 20. T2043 8,475,314 
Ontario Land Corporation .......... 337,750,000 4,100,000 9,600,000 332,250,000 
Ontario Energy Corporation ...... 100,000,000 146,079 100,146,079 
Ontario Development 

Corporation anil nti 88,535,978 17,223,083 15,200,382 90,558,679 
Northern Ontario Development 

Corporation  a..ienerssaesecaeseinns 41,359,374 G3 11205 3,588,618 47,088,019 
Eastern Ontario Development 

COrpOration  ....ceeceteiscesennereene 271658390. 15,555,005 2,274,766 40,739,455 
Ontario Northland Transportation 

GOMATISSIOD i setiecareecoconieee cremate 7207935 72,707,933 


The Ontario Junior Farmer 
Establishment Loan 


Corporation: <.aek «3. ene Pal 67,994,474 4,087,914 63,906,560 
The Ontario Municipal Improve- 

ment Corporation ..........0.-:06 44,961,987 2,952,000 529719 42,616,008 
Liquor Control Board of Ontario 75 074,515 25,074,5 ma 
Urban Transportation Develop- 

ment Corporation Ltd. ............ 6,000,000 6,000,000 
The Ontario Transportation 

Development Corporation ...... 6,250,000 6,250,000 
The Crop Insurance Commission 

Ge SOT ATNS =. cf enenbearearesuree rs 1,800,000 8,400,000 10,200,000 
North Pickering Development 

Gorporation: | Grucqeute sera ee e. 935,402 830,496 1,765,898 
Algonquin Forestry Authority .... 100,000 250,000 350,000 





A433 220 S81) 289,392,565 167,911,818 4,454,703,428 














Financial statements of these Crown Corporations, Boards and Commission 
are shown in Volume 2 of the 1977-78 Public Accounts. 


Explanatory comment relative to the nature of these Corporations, Board 
and Commissions, and to the terms of the relative advances and investments mad 
by the Province, is contained on pages 48-49 of Volume 1 of the 1977-78 Publi 
Accounts. 


33. Loans to Municipalities. The balances included under this heading, wit 
comparable balances for the preceding year, and the financial activity during th 
1977-78 fiscal year were as follows: s 


| 
| 
| 
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a3 
Loans Repayments 
March 31, 1977 Made Received March 31, 1978 
$ $ $ $ 
Ontario Housing 
fecuen. Program’... 59,853,412 24,366,237 206,852 84,012,797 
Municipalities re tile drainage .... 58,556,860 18,772,400 19475259 69,782,001 
| Municipalities re municipal 
SVOEKS “ASSIStANCE vi....0-o.ececesax., 611515712 4,580,780 56,570,932 
_ Federal-Provincial Winter 
| Capital Projects Fund ........... 49,339,499 2,554,009 46,785,490 
| Federal-Provincial 
} employment loans ............... 15,195,100 641,500 14,553,600 
_ Federal-Provincial special 
Meecevelopment loans ................... 3,836,200 309,600 3,526,600 
The Municipality of 
| Metropolitan Toronto ............ 45,830,000 1,610,000 44,220,000 
The Shoreline Property 
| Assistance Act, 1973 .......... 1,957,719 488,720 IPA Ve 2,374,404 
Township of Elliot Lake ......... 1,987,300 172,400 1,814,900 
‘Town of Kapuskasing... 1,254,316 57,789 1,196,527 
Township of Collingwood ........ 116,826 116,826 
‘Township of Amabel .................. 109,399 109,399 
The Moosonee Development 
Marea Board .o.ccctcccc cece... 111,000 5,000 106,000 
My of Windsor .......................... 100,000 50,000 50,000 
Improvement District 
of Manitouwadge .................. 80,000 39,000 41,000 


299,479,343 43,627,357 17,846,224 325,260,476 
SBA GO saat ee ee pas Edad eet cca ett RAS 





Explanatory comment with regard to these loans is contained on page 50 of 


Volume 1 of the 1977-78 Public Accounts. Additional comment with regard to 
two of these loans follows: 


Special assistance was provided in 1974-75 to the Townships of Collingwood 
and Amabel in the amounts of $1 16,826 and $110,000 respectively. 

In the case of the Township of Collingwood the assistance was to prevent a 
substantially increased and inequitable tax burden on local taxpayers. The loan 
will evidently not be called until all the financial implications are known. A 
decision will then be made as to whether or not it will be repaid or forgiven. 
\t March 31, 1978 the loan amount remained unchanged. 





i 


| The assistance to the Township of Amabel was made to allay immediate 
inancial difficulties being experienced as a result of its inability to collect tax 
irrears in respect of tenant occupied property on Indian Reserves. The agreement 
yetween the Province and the Township required that the Township make every 
easonable effort to effect the collection of the tax arrears. All collections of 
uch tax arrears are to be repaid to the Province. The rights and allegations of 
»oth parties under the agreement terminate on December 31, 1979. After a 
| epayment of $601 in 1976-77 the outstanding balance was $109,399 at March 
—}1, 1977 and March 31, 1978. 
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34. Fixed Assets. As explained in the “Summary of Significant Accounting 
Policies” contained in Exhibit 1 of this Report, the costs of fixed assets are 
treated as expenditure in each fiscal year. These assets are carried in the account- 
ing records of the Province at a nominal value of one dollar. Prior to 1974-75 
the nominal value of the fixed assets was shown separately in the Statement of 


Assets and Liabilities. For more concise statement presentation, this practice 


was discontinued. 


35. Net Debt. The Net Debt of the Province is the difference between assets and 


liabilities as recorded in accordance with the “Summary of Significant Accounting 
Policies” described in Exhibit 1. Year-to-year changes in Net Debt are related 


directly to the amount by which budgetary revenue exceeds, or is less than, 


budgetary expenditure. Revenue was less than expenditure on budgetary trans- 
actions by $1,821,213,197 for the 1977-78 fiscal year, with the result that Net 
Debt increased by that amount to $7,977,975,167 at March 31, 1978. 


36. Deposits with The Province of Ontario Savings Office. These deposits are 
carried in twenty-one branches of the Savings Office throughout the Province. 
The liability of the Savings Office to depositors, with comparative balances for 
the preceding year, consisted of: 
March 31,1978 |= March Pe 1977 
$ 


Current’ Balances: 6.00.0.) 60.0. Rosh cere ee 345,221,366 339,030,531 
Unclaimed BalanGes sceccccssccccosspaucadgeces eontenateenar- aerate 196,202 188,134 
345,417,568 339,218,665 


It is current practice of the Savings Office to transfer a deposit balance from 
a current classification to an unclaimed classification when no communication has 


been received from the depositor, and no activity has taken place in the account, 


for a five year period. 


The financial statements of The Province of Ontario Savings Office are showr 
on pages 74-75 of Volume 1 of the 1977-78 Public Accounts. 


37. Deposit, Trust and Reserve Accounts. During the 1977-78 fiscal yeai 
$161,106,447 was paid into these accounts while $67,191,125 was paid out. 4 
balance of $322,240,812 was outstanding at March 31, 1978. ! 


Deposit, Trust and Reserve Accounts are itemized in Volume 1 of th: 
1977-78 Public Accounts on pages 52-53. Comment with respect to several of th: 
larger accounts is also contained in the Public Accounts. Numerous other ac 
counts, however, are included in the Deposit and Trust Accounts category. Back 
ground on the following accounts is presented for informative purposes. | 

PROVINCIAL LOTTERY TRUST FUND—$29,292,444 | 

This Fund was established by Order in Council dated October 27, 1976 fc 
the purpose of receiving the net proceeds accruing to Ontario in respect of “Th: 
Provincial” lottery. | 


Pursuant to section 7(b) of The Ontario Lottery Corporation Act, 1974, tt 
| 
| 
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Corporation was authorized by the Lieutenant Govern 
_ agreements with other provinces regardin 
vided that the net proceeds 


or in Council to enter into 
g an interprovincial lottery scheme pro- 
accruing to Ontario under such lottery shall be paid 
into the Consolidated Revenue Fund to be held in trust by the Treasurer of 
Ontario and Minister of Economics and Intergovernmental Affairs pursuant to 
| subsection 1 of section 16 of The Financial Administration Act, for such purposes 


| 
| 





| 


as the Lieutenant Governor in Council may direct. The Provincial lottery is 
_a joint undertaking by Ontario together with the majority of the other provinces, 
‘acting through the Interprovincial Lottery Corporation, a company incorporated 
eset the Canada Business Corporations Act, the shares of which are held by Her 
| 


Majesty the Queen in right of the respective provinces. 


The Ontario Lottery Corporation is the Regional Marketing Organization for 


|“ The Provincial” in Ontario. As such, the Corporation purchases tickets for “The 
Provincial” from the Interprovincial Lottery Corporation and, subject to the cost 
of sales, the Province is entitled to the profits from the sale of tickets within 
Ontario. The cost of tickets purchased from the Interprovincial Lottery Corpora- 
tion is inclusive of the costs of printing, other central administrative costs, and 
the proportional share of prizes represented by the number of tickets purchased. 


| Payments out of the Fund are to be made for such purposes as the Lieutenant 
Governor in Council may, from time to time, direct. An Order in Council dated 
‘October 27, 1976 approved an initial dedication of Fund moneys in the amount 
of $25,000,000 for the support of health research and health related environmental 
projects. A subsequent Order in Council dated February 9, 1977 authorized al- 
location of the $25,000,000 as follows: 


(a) $15,000,000 for health research, to be paid out to such recipients as the 
Minister of Health may, from time to time, direct; 


(b) $5,000,000 for occupational health and safety, to be paid out to such 
recipients as the Minister of Labour may, from time to time, direct; and 


(c) $5,000,000 for health related environmental projects, to be paid out to 
such recipients as the Minister of the Environment may, from time to 
time, direct. 


The Order in Council further authorized that, until the entire $25,000,000 
las in fact been deposited in the Trust, the above noted amounts shall be paid 
rom the moneys, from time to time available in the Trust, by the respective 
Ministers employing the following ratios, 


} 
i| 
i 


| Minister of Health 60% 
: Minister of Labour 20% 
Minister of the Environment 20% 


vith the stipulation that individual projects be reviewed by Management Board of 
Jabinet and Cabinet in accordance with normal practices. 


| During 1977-78 amounts totalling $29,000,000 were deposited into the 
‘und. Payments out of the Fund amounted to $7,707,556 and were made by the 
ollowing Ministries: 


| 
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Health $6,000,000 (1976-77 $2,000,000) 
Labour 999,116 
Environment 708,440 


The balance in the Fund at March 31, 1978, after taking into account the 
balance of $8,000,000 at March 31, 1977, was $29,292,444. 


THE PITS AND QUARRIES CONTROL AcT, 1971—$4,840,286 


The Pits and Quarries Control Act, 1971 requires operators of pits and 
quarries to maintain security deposits with the Treasurer of Ontario for rehabili- 
tation purposes. Should the rehabilitation program of a pit or quarry not be 
carried out in accordance with specified requirements, the Minister of Natural 
Resources may direct that the security deposit be forfeited. 


The regulations under the Act stipulate the method of calculating security 
deposits and provide that they be deposited annually in a deposit account held 
by the Treasurer of Ontario bearing simple interest at the rate of 6 per cent per 
annum. 


During the year ended March 31, 1978 security deposits were received in the 
amount of $1,139,733 and $223,850 was paid out. 


QUEEN ELIZABETH II ONTARIO SCHOLARSHIP FUND—$524,615 


This Fund was established by Order in Council effective July 1, 1959 to mark 
the visit to the Province of Ontario of Her Majesty Queen Elizabeth HI in 1959. 
A special warrant was issued in the amount of $500,000 and this sum was placed 
in the Fund. The purpose of the Fund is “to encourage those phases of education 
which from time to time are important and should be emphasized in the light 
of Ontario’s needs as they change and develop”’. 


The Fund is administered by a Board of Trustees and interest is credited 
semi-annually on the principal sum. The interest rate payable is calculated using 
the weighted average Province of Ontario Savings Office interest rate. In the pay- 
ment of scholarships and the administrative expenses of the Fund, the Board 0) 
Trustees has been given the power to encroach, at its discretion, upon the 
principal sum of $500,000. To date, however, no encroachment has taken place. 


As at March 31, 1978 the Fund had been in operation for over eighteer 
years, during which time payments out of the Fund had aggregated in excess 0: 
$450,000. For the 1977-78 fiscal year, payments amounted to $29,898, repre 
senting scholarships totalling $27,200 and administrative expenses in the amoun 
of $2,698. 


TIMBER LICENCEE’S FUNDS HELD IN TRuST—$391,256 


On page 31 of last year’s Report comment was made in regard to the abov' 
account. For ease of reference, most of this comment has been repeated, alon) 


with additional information to support its current status. 


In order to protect Crown charges in excess of $682,000 owing by a lumbe. 
company for stumpage fees, forest products in the form of logs and lumber wer: 
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_ seized by the Province. A chartered bank also made a claim against the forest 
| products. The question of ownership was left to the courts to decide. With the 
_ approval of the chartered bank and the Ministry of the Attorney General, the 
_ seized products were sold in 1976, and the proceeds placed in a special interest 
_ bearing account designated as Timber Licencee’s Funds Held in Trust. Addition- 
_ ally, in response to correspondence from the Minister of Natural Resources, some 
debtors paid to the Treasurer of Ontario amounts owing to the lumber company. 

At March 31, 1977 these payments amounted to $4,288 out of a total of $100,630 


| owing. The balance on deposit in the special interest bearing account at March 31, 
' 1977 was $391,256. 





Our March 31, 1978 year-end examination of this account indicated that 
' there were no transactions through this trust account during the year. Hence, the 


| balance thereof remained at $391,256 as at March 31, 1978. 


| We have been advised by the Ministry of Natural Resources that a court 
‘action dealing with the question of ownership and distribution of the sales pro- 
_ceeds is expected to proceed in the early fall of this year. 

The Ministry additionally advised us that the chartered bank also sent a 
letter, similar to that of the Ministry, to the debtors of the lumber company. As 
a result, some payments were made to and deposited by the bank into trust 
accounts to await the outcome of the court action referred to in the preceding 
| paragraph. 


j 





38. Debentures and Notes. During the 1977-78 fiscal year proceeds and repay- 
| ments of debentures and notes totalled $1,993,273,982 and $132,030,582 respec- 
‘tively, leaving a balance of $15,135,572,804 outstanding at March 31, 1978. 


Details of debentures and notes outstanding are shown on pages 55-59 of 
Volume 1 of the 1977-78 Public Accounts. A summary by years of maturity 
and currency in which the debenture liability is repayable is included in Exhibit 
1 (note 7 to the financial statements) of this Report. 


| 


| 
| 
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COMMENTS ON REVENUE AND EXPENDITURE TRANSACTIONS 


39. Introductory Comments. Most of the comments contained in this segment of 
the Report relate to Revenue and Expenditure transactions. Some however, are 
relevant to other types of payments into, and payments out of, the Consolidated 
Revenue Fund which are described in sections 17 and 22 Receipts and Credits, 
Disbursements and Charges, etc. The caption, “Comments on Revenue and Ex- 
penditure Transactions” has been selected for simplicity of reference. The audits 
on which the comments are based were completed since the date of our last Report 
and are listed in Exhibit 6. The audit of revenue and expenditure at the various 
Ministries and Institutions was made in accordance with generally accepted audit- 
ing standards, and accordingly included such tests and other procedures as were 
considered necessary in the circumstances. 


40. Audit of Budgetary Revenue. Our audit activity is mainly devoted to the veri- 
fication of revenue transactions and the review of related internal controls. Con- 
siderable stress is placed on determining whether there is full compliance with 
existing Statutes and Regulations, and on the review of procedures established 
within each Ministry for the verification and reconciliation of its revenue. 


During the year we continued our emphasis on the major revenue-producing 
areas of the Government. Taxation revenue, for example, amounted to ove1 
$6.6 billion or 58.6 per cent of the total revenue for the year. Accordingly, ar 
audit team is located at the Ministry of Revenue to perform a continuous audit oj 
taxation revenue. Similarly, our Office maintains a separate group of auditors 
whose function is the review of claims on the Government of Canada which 
arise from contributory or cost-sharing agreements and programs. 


41. Audit of Budgetary Expenditure. The audit of budgetary expenditure wa: 
conducted under the following main classifications—Transfer Payments; Acquisi 
tion/Construction of Physical Assets; and Administrative Expenditure. Under thes 
classifications the expenditure for the year, as shown on page 33 of Volume lo 
the 1977-78 Public Accounts, may be summarized as follows: 


$ % 
Transier Payments. ccc ee ee ee ge ee 9,385,395,736 Ti 
Acquisition/Construction of Physical Assets ....0.......05 352,189,144 2.7 
Administrative Expenditure 
Salaries and ‘Wates: .icc1 aston ie 1,294,098,586 9.8 
Other Transactions 
—includes public debt expenditure 
(interest on debentures, etc.) of $1,242,223,349 ........ 1,307,454,532 10.0 
SErviGO 8 cscs ne ale hn feds se ee ee 453,753,264 3.4 
Supplies and. Equipment; (24 .,2:0 20 en ee eerc ee 248,740,212 12 
Employee Benenits cc..,4su.car 0s eee re 192,067,988 1.5 
Transportation: and Communication ee 94,348,429 | 





13,328,047,891 


Less: Recoveries from other Activities, Ministries, etc. ........ 198,564,178 (1. 


—— 


13,129,483,713 100.C 


—— 
—— 


Audits undertaken by the Provincial Auditor have historically been financial! 
oriented, primarily concerned with accounting accuracy and compliance. Neverthe 
less, as the material contained in subsequent sections of this Report will indicat 











| 
| 
| 
} 
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we have not restricted our activities to a financial audit. In this regard, it should 
be noted that in future years, pursuant to the provisions of The Audit Creo 
we will be required to report on any adverse observations relating to the economy 
and efficiency of expenditures, as well as on the procedures undertaken by Min- 
_istries to measure the effectiveness of their programs. For further detailed informa- 
| tion on the new Audit Act, see section 4 of this Report 


42. Transfer Payments. Transfer payments represent expenditure made to indi- 
viduals, organizations and other levels of government and for which the Ontario 
| Government does not directly receive goods or services. Such expenditure is made 
in accordance with legislation or established Ministry rules. 


Our audit of transfer payments has traditionally concerned itself with the 
/ authorization, calculation and payment procedures in the Ministries, and involves, 
In particular, an assessment of the applicable legal and administrative framework. 
The disposition of funds received in the form of transfer payments is made by 
the recipient individual, organization or other government body, and, for the 
“most part, has not been subject to review by the Provincial Auditor. Here again, 
‘it should be noted that, commencing with the 1978-79 fiscal year, Our responsi- 
bilities regarding the audit of transfer payments have been broadened as a result 
‘of the new Audit Act. This Act provides that the Auditor may perform inspection 
‘audits, and may obtain a full accounting from recipients of any grants from the 


‘Consolidated Revenue Fund or an agency of the Crown. 
) 





| In addition to the foregoing, organizations and government bodies in receipt 
of transfer payments are usually subject to review by other auditors such as public 
‘accounting firms. Generally speaking, the paying Ministry, as a condition of pay- 
Ment, requires the recipient to periodically submit audited financial statements. In 
‘some cases, also, internal audit or similarly functioning groups within the Min- 
istries may visit recipient organizations and government bodies for the purpose of 
Teviewing their financial records. | 


In 1977-78 over $6.8 billion, or more than 73 per cent of the total transfer 
Payments, was expended by three Ministries. A summary of the payments by the 
three Ministries, including identification of major categories, is as follows: 





Ministry Category sa al 
Colleges and Universities Grants for Universities and 
| Related Oreanizations: 00) 2:....04 doe 791,570,018 
| Grants for Colleges of Applied 
PATEG SHIH At ECHO LORY, (CCC ack cusses aetcscane 376,099,170 
COMET cEPATIStCls DAVIMCULS! oi pecssc obs enioinee: T3203 1,339 
1,240,700,527 
3ducation General Legislative Grants 2... 1,870,439,058 
Payments to Teachers’ Superannuation 
| SOM Oa tSsIO Nes eee cer ec bo uw ohs 379,900,632 
: OTe At atistets DAV OCIS scat .c ci daasecbrhetyiaeses 15,120,514 
2,265,460,204 
Tealth Operation of hospitals and 
Pie dat nlitiosket asap aps sion tie 1,989,221,255 
Payments re physicians’ and 
practitioners’ services under OHIP ........ es 
Mtheratransfern wmaymientsh (4.2.24 eee 490,994,87 


3,378,375,898 
Total 6,884,536,629 
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43. Acquisition/Construction of Physical Assets. This classification includes all — 
costs of acquisition and construction by contract of new and used buildings and ; 
engineering structures. Also included in this category is the cost of acquisition of — 
land. Our audit of acquisition/construction of physical assets includes the ex-— 
amination of relevant contract records, procedures for awarding contracts and 
purchasing procedures. Asset records of projects, both under construction and ~ 
completed, are also examined. 


As previously indicated in section 12, the acquisition/construction of physical — 
assets account does not include the cost of work performed by the Province’s own 
labour force which contributes to new capital formation such as new buildings, 
engineering structures, etc., nor does it include the cost of materials and services 
provided by the Province for use by contractors on new capital formation projects. 
These expenditures, which totalled in excess of $70 million for the year 
ended March 31, 1978, were charged to the administrative expenditure category 
and were included in the appropriate accounts classification—salaries and wages, 
services, etc. 


44. Administrative Expenditure. As indicated in the foregoing summary, adminis- 
trative expenditure is identified by sub-categories, the content of which is largely 
self-explanatory. However, a more detailed description of the type of expenditure 
included in each sub-category is contained on pages 8-9 of Volume 1 of the 1977- 
78 Public Accounts. Our audit of administrative expenditure includes an evaluation 
of the internal control over expenditure processing and a review of inventory” 
controls and purchasing procedures. . 


45. Recoveries from Other Activities, Ministries, etc. These recoveries relate 
mainly to costs incurred on behalf of other Ministries by certain Ministries as, 
for example, by the Ministry of Government Services with respect to the provision 
of printing and stationery services. The incurring Ministry subsequently effects 
recovery by transferring the costs involved to the benefiting Ministry. For Public 
Accounts presentation purposes, these recoveries are generally not netted against 
the particular expenditure category or sub-category (e.g. salaries and wages, 
services, etc.) but are deducted in total from aggregate expenditure. 


46. Audit Memoranda. Memoranda on the various audits and examinations 
performed during the year were submitted to the Deputy Minister of each 
Ministry concerned. Observations and comments were made on matters noted 
during the conduct of the audits. Included in the memoranda were recommenda- 
tions and suggestions for improvement in internal controls and general efficiency + 
of the accounting process. The Deputy Ministers were asked to review the memo0- | 
randa and to forward their comments on our findings and recommendations. This 
procedure provides each Ministry with an opportunity to question the position | 
taken by this Office or to initiate immediate corrective action. 


Matters which were raised in memoranda covering these audits, and which, 
in our considered opinion, should be brought to the attention of the Legislative 
Assembly, are included in subsequent sections of this Report. Not all of the sub- 
sequent content is of a critical nature; certain comments are for informative © 
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purposes only. For the most part the caption of the section will indicate whether 
the content is of a critical or informative nature. 


Pertinent replies received from the Ministries to the time of completion of this 
Report have been included without further comment by this Office, but will be re- 
viewed during subsequent audits of the respective Ministries. 











47. Suggested Corrective Action and Recommendations Contained in the Provin- 
cial Auditor’s Previous Annual Reports. It is our practice to follow up on sug- 
gested corrective action and recommendations at the time of our next audit of the 
applicable revenue or expenditure area. The status of Suggested corrective action 
and recommendations contained in our 1976-77 Report is indicated in Exhibit 8 to 
this Report. Exhibit 8 also provides an update on the status of corrective action and 
recommendations considered unresolved per Exhibit 11 in our 1976-77 Report. 


48. Additional Monitoring of Research Costs Recommended, Ministry of Agri- 
culture and Food. During the 1976-77 fiscal year payments authorized by the 
Agricultural Research Institute of Ontario to the University of Guelph totalled 
$10, 551,533 for research and $2,452,779 for extension, special services and edu- 
cation. These expenditures were made under the terms of an agreement dated 
June 14, 1968 and amended on February 16, 1972 between the Minister of 
Agriculture and Food and the University of Guelph. 


k 





| The Institute is mainly concerned with selecting and recommending areas 
of research and reviewing research programs which are underway. In this con- 
nection the members of the Institute held six meetings during the 1976-77 fiscal 
year. The Director of Research is required to supervise every program of research 
for which funds have been recommended by the Institute. It is understood that 
che Director of Research, who is also the Executive Director of the Education, 
Research and Special Services Division of the Ministry, spends the majority of 
ris time on Ministry matters as opposed to Institute matters. The remainder of the 
staff is primarily involved in the recording and verifying of accounting data. In 
view of this it is not clear if sufficient attention is being given to the input and 
~valuation of the research programs. The agreement with the University of Guelph 
ermits examination by Ministry auditors of the University’s records of trans- 
actions pursuant to the agreement. At the time of our review it was understood 
hat no audit of these records had been performed by the Audit Services Branch 
ind we recommended that this be done. 





More than one Ministry is supplying funds for various research projects at 
he University of Guelph. In one case examined, both the Ministry of Health and 
he Ministry of Agriculture and Food were supplying funds for the same project. 
it was noted that on the application to the Ministry of Health no mention was 
nade that Agriculture and Food funds were also being used for this project 
‘though the sources of other funds were specifically asked for on the application 
orm. We recommended that these matters be reviewed. 


The Deputy Minister subsequently advised that: 


| “Since July, 1976 the Director of Research has had added responsibili- 
| ties of a general Ministry nature. However, the Institute holds six meet- 
_ ings a year and spends more time on specific reviews of individual 
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programs. We feel, therefore, that adequate attention is being given to 
the evaluation of these programs. I have asked our Audit Services 
Branch to perform audits of the University contract in future. 


‘Tt is not unusual for several organizations or individuals to sponsor a 
particular research program. However, the University was in error in not 
advising the Ministry of Health of the input from this Ministry and is 
developing a system to ensure we are advised of other sponsors of pro- 
jects for which we provide funds. We are satisfied, however, that there 
was no duplication of payment for specific goods or services, and the 
Ministry of Health’s interest was different than ours.” 


49. Observations Re Ontario Student Assistance Program, Ministry of Colleges 
and Universities. Total expenditure under this program was approximately $5£ 
million during the 1976-77 fiscal year, and $66 million during the 1977-78 fisca 
year. These amounts represent only the assistance provided to students by the 
Province in the form of grants, and does not include assistance provided by the 
Federal Government in the form of loans. 


The purpose of this program is to maintain equality of educational oppor 
tunity, and the amount of assistance is based on an assessment of each student’ 
needs. During the fiscal years 1976-77 and 1977-78, the maximum assistanet 
provided to most students consisted of $1,000 under the Canada Student Loar 
Plan, although $1,800 is permissible, and $3,200 under the Ontario Studen 
Assistance Plan. The first $1,000 of assistance is a federal loan and the balance: 
of assistance is a provincial grant up to $3,200 for an academic year of tw 
semesters totalling up to 32 weeks. Where the academic year is of a longer dura 
tion the federal loan and the provincial grant may reach a maximum of $1, 801 
and $4,800 respectively. | 


The report of the Verification Section of the Student Awards Branch for th’ 
year ended March 31, 1977 indicated that approximately 71,000 students receiver 
grants out of a total of over 110,000 applications submitted. Approximately 5! 
per cent of cases reviewed by the Verification Section were classified as ‘“‘unsatis. 
factory”. The unsatisfactory cases included those recommended for reassessmen 
downward as a result of excess loans and grants to students totalling ove. 
$1,000,000. Although the number of cases reviewed by the Verification Sectio. 
was well in excess of the minimum specified by the Canada Student Loans Pla 
Administrative Criteria for 1976-77, the incidence of unsatisfactory cases indicate, 
to us the need for an expanded volume of checking. | 


The Canada Student Loans Plan Administrative Criteria 1976-77 stated the 
the verification of parental or spousal incomes should include the working cop 
of income tax forms. It was noted that the Verification Section did not alway 
request this documentation if in their opinion the income reported appeare 
reasonable. This procedure was contrary to the Administrative Criteria. | 


The Canada Student Loans Plan Administrative Criteria 1977-78 stated the 
verification procedures on an application should include a review of a certified an 


of income tax forms from the Department of National Revenue (Canada) or a 
working copy of income tax forms. However, the 1977-78 Student Assistance 
application form did not provide a space for the spouse or parent to give per- 
mission to the Ministry to obtain relevant income information from the Depart- 








COMMENTS ON REVENUE AND EXPENDITURE TRANSACTIONS 














ment of National Revenue (Canada). 


On June 5, 1978 the Deputy Minister replied as follows: 


tas 


D. 


ce 


a. 


C. 


Verification of Student Assistance 


I agree with your recommendation that an expanded verification 
process would result in additional funds being recovered. However, 
this would not be in direct proportion to our current recoveries, 
due to the fact that third party and internal referrals give a much 
higher chance of possibility of error than does the random sample. 
Also, to accomplish this task, additional staff would be required—a 
scarce commodity in the present climate. 


I should add that we are entering into an agreement with Revenue 
Canada in relation to a procedure which would permit us to in- 
crease the scope of verification with the current staff. 


Starting in 1978-79, a tax waiver is to be completed by the student, 
parent/spouse as applicable, when an application for assistance is 
filed. The Ministry will prepare a computer tape containing relevant 
data (e.g., name, Social Insurance Number, income, tax paid, etc.) 
and forward same, along with signed tax waivers to Revenue 
Canada. They will compare this information with that of the official 
income tax returns and produce variance listings on tax payable 
and income earned. Errors in the reporting of income account for 
more than 70% of all errors found. 


Income Tax Documentation 


Your comment refers to cases where there is documentation on file 
to indicate that the parents or applicant are receiving social assist- 
ance benefits. It has been our practice not to ask for the working 
copies of income tax forms in such cases. Experience has shown that 
such individuals have little or no income and often do not file an in- 
come tax return. Therefore, it is felt the time of the Section could be 
better spent, thus maximizing the productivity of our scarce re- 
sources. 


As the Verification Section is verifying well in excess of the required 
five percent, I feel the 1976-77 Administrative Criteria of the 
Canada Student Loans Program were more than met. 


1977-78 CSL Program 


The criterion, that verification procedures on applications should 
include a review of a certified copy of income tax forms from 
Revenue Canada or a working copy of income tax forms, was a last 
minute’ addition by the Federal Government after Ontario’s 
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1977-78 brochures, applications, etc., had been printed. While 
this Ministry agreed to the criterion, it was pointed out that it would 
not be implemented in 1977-78 because of the time factor. The 
Federal Government accepted our position provided it was included 
in 1978-79, which has been done. Moreover, four other provinces 
were unable to implement the criterion. 


As I mentioned earlier, the income tax waiver system being devel- 
oped in conjunction with Revenue Canada, and with the knowledge 
of Guaranteed Loans Administration, will negate this request in 
1978-79.” 


50. Improved Controls over Transfer Payments Recommended, Ministry of Com-: 
munity and Social Services. The major elements of control which we believe 
should be exercised in the making of transfer payments are described as follows: 


ie 


Detailed budgets should be established for each recipient wherever pos- 
sible. 


Accurate and complete records and files for expenditures should be main- 
tained for each program by the branches administering the programs. — 


Branch expenditure records should be reconciled monthly with the Min- 
istry Vendor by Act Report. | 


Agreements with transfer payment recipients, where appropriate, should 
be maintained currently and compliance thereto monitored. 


Reconciliations or audited financial statements, where appropriate, should 


be obtained annually from transfer payment recipients and compared to: 
detail of approved budgets and payments made. | 


Surpluses or deficits should be established from the procedures carried, 
out in 5. and recoveries or adjustments made to agree with actual expen: 
ditures within budget amounts. 

! 


Of the forty operating expenditure programs examined during the course of oul 
audit, the following table lists those where the foregoing controls had not been fully 


met: 
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Control Number 


Program I 2 3 4 5 6 





Demonstration Projects X Xx x x 
Child Abuse x x 
Municipal Welfare Assistance x x 
Municipal Welfare—Administration Costs x 
_ Municipal Welfare—Work Activity x 
_ Child Welfare Municipal Grants 2 x 
Homemakers and Nurses Services x * xX 
Credit Counselling x x 
Family Service Agencies x x 
Youth Employment—Handicapped x 24 
_ Day Nurseries x x 
Children’s Mental Health Centres x 24 x 
Elderly Persons Centres x 
Senior Citizens Volunteer Program x x 
Cost of Providing Assessment 28 x 
Family Crisis Intervention x x x 
Schedule 2 Facilities * x 
Homes for Retarded Persons x i x x x 
Support Services x x 4 x 
Protective Services x x x x 
Developmental Training Services X 
_ Lifeskills af ~ x x 
Training Allowances and Expenses x x 
. Payment and Purchase Arrangements for Disabled 
| @erersons x x X x x x 
_ Residential Programs, Workshops and Work 
Activity Projects x 
_ Half Way Houses—Rehabilitation Charitable 
Institutions Xx - 
Transportation for the Handicapped X 


In addition to the foregoing, we noted that organizations providing com- 
munity and social services can be receiving funds from various branches of the 
Ministry with respect to different programs. In this situation there is a possibility 


of overlapping or duplicate funding unless a good system of centralized control is 





| utilized. Such a duplication was noted with respect to the funding of a blind/deaf 
| program operated by a facility under The Developmental Services Act, 1974. The 
cost of operating the program during the fiscal year 1977-78 was funded by the 
‘Mental Retardation Residential and Consulting Services Branch. In addition, pay- 
/ments totalling $73,856 were made during the year to the same facility for the 
Same program by the Mental Retardation Community Resources Branch. Action 
_has been instituted by the Ministry to recover this amount. 


We recommended that consideration be given to implementing a centralized 


_Tecording system in which details of all current programs would be registered, and 


to which all new programs would be checked for possible duplication before being 
approved and registered. We further recommended that consideration be given to 
extending this system to other Ministries. 


The preceding comments were included in a memorandum dated September 


46 AUDITOR’S REPORT FOR 1977-78 








29, 1978, the date of this Report. The Ministry has not had an opportunity to 
respond and we are, therefore, unable to present its views on the subject matter. 


51. Non-compliance with Relevant Legislation, Ministry of Consumer and Com- 
mercial Relations. 


Lotteries Branch 


Sixty bingo licences issued during the period from January 1, 1977 to June 
30, 1977 respecting 505 events were examined in detail during the course of an 
audit of the Ministry. This examination revealed that 56 licences failed to meet one 
or both of the criteria set out in parts (a) and (b) of Order in Council 416/77, as 
amended, which state that: 


“(a) The amount expended, exclusive of prizes awarded, in the conduct and 
management of any lottery scheme, other than a bingo lottery where 
the prize structure does not exceed seven hundred and fifty dollars, 
shall not exceed 15 per cent of the gross receipts derived therefrom;” 


and 


“(b) No less than 20 per cent of the gross receipts of any lottery scheme 
shall be used for charitable or religious purposes.” 


We suggested that the Lotteries Branch develop procedures to ensure com- 
pliance with requirements of this Order in Council. 


In order to safeguard the interest of the public and the organization and 
to assure the awarding of all prizes, the Branch requires a financial guarantee in 
the form of an irrevocable bank letter of credit from each licensee covering the 
total value of the prize structure to be awarded. The expiry date of this guarantee 
must be no earlier than 30 days following completion of the lottery. We noted, » 
during a test of lottery files, that these requirements were not always met. | 


Insurance Division 


Section 346 of The Insurance Act provides for the licensing of a person | 
as a special insurance broker on payment of the required fee; it further requires 
an applicant for such a licence to file a written application under oath and, be-. 
fore receiving a licence, to deliver to the Superintendent security of not less than 
$5,000 that the licensee will faithfully comply with the Act. A test review of 
special insurance broker licences revealed eight instances where licences had 
been issued to persons who did not comply with any of these requirements. The’ 
names of the persons or companies concerned were drawn to the attention of 
Ministry officials for further review and remedial action. | 

No response was received from the Ministry relating to our comments on 
the “Insurance Division”. In connection with our comments on the “Lotteries 
Branch”, the Ministry replied as follows on July 27, 1978: 


“The Lotteries Branch is currently reviewing the statistics found in 
bingo lottery report forms submitted to this office to determine the ele- 
ments that may be causing the groups to exceed the maximum figures | 
set out in the legislation. If it is found that certain situations beyond the | 
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control of the licencees are causing this less than desirable effect, it may 
be necessary to amend the present legislation. 


“An irrevocable commercial letter of credit is at present only required 
where the total prize structure exceeds $10,000. 


“We are at present considering the idea of revising the upper limits to 
include all those lottery schemes with a prize structure of over $5,000.” 


| 52. Deficiencies Noted Re Boiler Inspections, Ministry of Consumer and Commer- 
cial Relations. Section 22 of The Boilers and Pressure Vessels Act states that: 
“Subject to subsection 2 of section 28, the owner of every boiler or pressure 
vessel in operation or use shall have it inspected at least once in every twelve 
months, or at such periodic intervals as are prescribed in the regulations, 
by an inspector or, on the instructions of the chief inspector, by a person 
having a subsisting certificate of competency.” 


A computer prepared printout was available within the Ministry which 
“listed the inspections that were 30 days overdue from the due date of the last 
required cyclical inspection as well as the latest date that the pressure vessel 

_had been inspected. As at February 28, 1978 this printout listed 2,994 inspections 
that were overdue. 


A test review of this printout was made in conjunction with an examination 
of the related records which revealed that in several instances a pressure vessel 
‘had not been inspected for several years and that in some cases as many as 7 
‘annual inspections were outstanding for a pressure vessel rather than the one 
overdue inspection indicated by the printout. A projection of the results of this 
‘test review applied to the total overdue inspections shown on the printout would 
‘indicate that in excess of 6,000 inspections were not performed within the time 
period prescribed by the legislation. 


We suggested that the inspection procedures of the Branch should be reviewed 
with respect to the legislation currently in effect and to the possible loss of revenue 
‘resulting from the non-performance of required inspections. 


On July 27, 1978 the Deputy Minister advised as follows: 


| “The backlog of in-service inspections is the direct result of increasing 
| workload compounded by decreasing staff complement. The Branch 
| is considering several alternatives which will lead to remedial action.” 


53. Payments to Municipalities for Conveyance of Prisoners Questioned, Ministry 
of Correctional Services. Commencing in 1975, the Ministry has been subsidiz- 
ing municipalities for the additional cost of conveying prisoners between correc- 
‘tional institutions and the courts, due to the consolidation of services at Detention 
Centres or Provincial Jails. The payments have been based on $1.50 for each 


additional mile claimed by the municipality. 
| The following payments were made to municipalities during the audit period: 


Year ended March 31, 1977 SOO 
Year ended March 31, 1978 208,918 
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Municipalities are responsible, under The Municipal Act, section 348, for 
conveying prisoners between correctional institutions and the courts. We therefore 
questioned why the Ministry was subsidizing municipalities for this type of 
expenditure. 


The foregoing comments were included in our memorandum of September — 


21, 1978 to the Ministry. As at the date of this Report) September-29, 19739 
the Ministry had not had sufficient time to respond. We are, therefore, not in a 
position to present the Ministry’s views on the subject matter. 


54. Cost Savings Recommended Re Conferences, Ministry of Correctional Services. 
A total of $67,973 was expended by the Ministry on seminars and conferences 
during the nine months ended December 31, 1977. A review of these expendi- 
tures indicated that little use was made of the government facilities in the 
Macdonald Block. 


Attention was directed to the following two conferences held for Ministry 
staff: 


1. A Probation and Parole Branch conference for seventy-four persons was 


held at a hotel in Rexdale on October 17 and 18, 1977, at a cost of — 


$3,700. Hotel accommodation was incurred for the one night at $30 


per person. It was noted that forty-four of the persons in attendance at | 


this conference lived in Metropolitan Toronto. 


2. A conference held by the Staff Training and Development Branch at a 
hotel in Gormley from October 30 to November 3, 1977 was attended 
by ten persons at a cost of $2,066. Included in this charge was an 
amount of $500 for a conference room. It was noted that two persons 
in attendance at this conference lived in Metropolitan Toronto. 


We recommended that wherever possible use should be made of the Mac- 
donald Block facilities, and consideration be given to restricting accommodation 
charges to persons who are not within reasonable travelling distance of the 
conference location. 


The preceding comments were included in a memorandum sent to the 
Ministry on September 21, 1978. The Ministry has not had an opportunity 
to respond to our comments and we are, therefore, unable to present its views 
on the matter. 


55. Substantial Costs Resulting from Temporary Assignment of an Employee, 
Ministry of Correctional Services. A Probation and Parole Officer of the Ministry 
was transferred from Ottawa to Perth, a distance of 48 miles, effective September 
2, 1975. Subsequently, this transfer was redesignated a temporary assignment 
and as a result certain expenses of the Officer were paid by the Ministry. The 
Ministry made the following travel arrangements: 
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September 2, 1975 
to May 31, 1976 — daily return mileage (96 miles) between Ottawa 
and Perth, 


— lunch; 


June 1, 1976 to 
May 31, 1977 — $35 per week for accommodation in Perth, 


— $12 per day for meals, 


— mileage for one trip to Ottawa per week; 


Bane 1.1977 to | 
January 31, 1978 — daily return mileage (96 miles) between Ottawa 
and Perth, 


— lunch, 


— two hours travel time per day. 


The operations carried out at the Perth Office were transferred to Smiths 
Falls, on February 1, 1978. We understood from Ministry correspondence that 
the status of temporary assignment for this employee would be terminated at that 
time and he would then be considered as transferred to the Smiths Falls office 
with all of the entitlements associated with this move. 


This temporary assignment appeared to be unusually long in duration and 
resulted in considerable cost to the Ministry. In our opinion, the costs of transfer 
could have been minimized if the relocation of the Perth Office had been re- 
solved sooner. 


The preceding comments were included in our memorandum of September 
21, 1978 to the Ministry. As at September 29, 1978, the date of this Report, 
the Ministry had not had sufficient time to reply, and we are, therefore, unable 
to present its views on the matter raised. 


t 


| 56. Administrative Improvements Recommended Re Wintario Grants, Ministry of 
| Culture and Recreation. The Ontario Lottery Corporation Act, 1974, section 9 
| States: 


| “The net profits of the Corporation after provision for prizes and the 
payment of expenses of operations shall be paid into the Consolidated 
| Revenue Fund at such times and in such manner as the Lieutenant 
Governor in Council may direct, to be available for the promotion and 
development of physical fitness, sports, recreational and cultural ac- 
tivities and facilities therefor.” 


In relation to this section the Ministry has published the “Applicant's guide to 
the Wintario Capital Grants Program” and a number of publications on non- 
Capital grant programs supported by Wintario. 
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Wintario Non-Capital Grants 


The amount of private financial support is an integral part of the calculation 
of non-capital grants. It was noted that projected future revenues of several or- 
ganizations applying for arts support, sport and fitness grants were used as private 
financial support in the grant calculations. The Wintario criteria does not provide 
for the use of the amount of projected future support in calculating the grants. 


Recipients of grants are requested to submit a report and financial state- 
ment within one month of completion of the project. During our review of grants 
for arts support, libraries and sport and fitness, many cases were found where 
this was not done. At that time no follow-up procedure was in place, although 
we understood that this would be initiated on February 1, 1978. 


One of the conditions relevant to non-capital grants, provided enough time 
is given to process the application, is that payment is made to the applicant in a 
single lump sum before the project commences. It would therefore, not seem 
prudent to make payments several months or years prior to need. One organiza- 
tion requested a grant of $3,000,000 to cover its operating expenses over a five 
year period. The grant was paid in one amount on November 8, 1976 and the 
organization reported that $2,638,323 had not been used as at January 31; 19783 
In another instance, an organization was paid $5,000 for travel expenses to Eur- 
ope for certain of its members in February 1977. The organization informed the 
Ministry in April 1977 that the trip had been postponed until February 1978. It 
was understood that the Ministry did not request the return of these moneys until 
needed by the organization. We recommended that grant payments be made as 
close to the time needed as possible, and that follow-up procedures be used to 
monitor the use of the grant funds and to initiate recovery action if the recipient 
fails to use them within a reasonable time. 


It was noted that two organizations were paid arts support grants in the 
amount of $2,500 and $695, and subsequently realized surpluses of $506 and 
$308 respectively on the related projects. Correspondence on file indicated that 
they were allowed to keep the surpluses; this appears contrary to the grant cri- 
teria. 


Internal Audit Coverage 


Additionally, we noted that the Internal Audit section of the Ministry had 
completed 117 compliance audits of Wintario grant recipients. The major findings 
were as follows: 


1. Some grant recipients did not keep proper records of the funds received 
and disbursed. 


2. Some grant recipients did not file, with the Ministry, reports on the pro- 
jects being funded. 


3. Where reports were not filed, the Ministry did not take action to obtain 
the reports from the grant recipients. 


4. The Ministry’s share of some project costs exceeded 50 per cent. 
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5. Grant moneys were not always used by the recipient within a reason- 
able time after their receipt. 


The following response was received from the Deputy Minister on August 
24, 1978: 


“Generally, the comments made in your report are accepted without 
reservation and the Wintario Implementation Committee of the Ministry 
is developing new policies and administrative procedures to deal with 
the issues you have raised. Your report indicates that the Wintario cri- 
teria does not provide for the use of projected future support in calcu- 
lating the grants. However, the criteria does not preclude projected 
future revenues as eligible for the matching share. 


“Recently the Ministry developed the following policy directive con- 
cerning this issue: 


‘Projected project revenues (e.g. ticket sales, registration fees, book 
sales, etc.) will be accepted as matching private contributions. The 
grant will be calculated on estimated costs and revenues.’ 


“Your reference to the $3,000,000 grant for the Multicultural History 
Project should not be regarded as a regular occurrence. This grant was 
not made in response to a normal Wintario application, but rather was 
‘pre-negotiated’ between the organization and the Ministry. 


“This project was approved as a special grant, approved by the Min- 


ister, whereby the Ministry endowed a five-year program, taking into 
account the fact that the interest earned as a result of one-time payment 
would offset the inflationary and other cost increases over that period. 


“However, the point your report made, that grant payments be made as 
close to the time needed as possible and that follow-up procedures be 
used to monitor the use of the grant funds and to initiate recovery ac- 
tion if the recipient fails to use them within a reasonable time, is well 
taken, and the Ministry is taking steps to develop a policy which would 
prevent grant recipients from banking a lump sum of money, as well as 
developing a policy and procedure for the follow-up requirements of 
Wintario grant recipients. 


“Your report indicates that two organizations realized surpluses on their 
projects. It is the policy of the Ministry that if, after an event has taken 
place, a group discovers that the actual expenditures are less than those 
forecasted in the Wintario application, it must report the actual project 
costs and revenues to the Ministry and indicate for what purposes any 
unused portion of the Wintario grant will be used. The purpose of both 
restrictions and alternate use of Wintario funds is to encourage the 
group’s honesty in dealing with the Ministry by rewarding sincere 
changes in the design of the Wintario project and sincere changes in 
the result of the Wintario project not forecasted by the group before 
the event. Any other use of funds, not approved in writing by the Min- 
istry, will result in the Ministry’s retrieval of these funds. 
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“Your comments concerning the activities of the Ministry Internal 
Audit Onicare nocd =a.) eee 


57. Allocation of Printing Services Questioned, Ministry of Education. All Min- 
istry printing and duplicating requests, other than for publications, are processed 
through the Duplicating Services Co-ordinator, Management Services Branch. 
The printing or duplicating is effected by the Ministry’s copycentres, by the 
Government Duplicating Service of the Ministry of Government Services, by an 
outside printer, or by a combination of printing sources at the Co-ordinator’s 
discretion. 

Statistics provided by the Management Services Branch for printing requisi- 


tions processed through the Duplicating Services Co-ordinator are summarized as 
follows: 








1977-78 

1975-76 1976-77 to Aug. 31 

Jobs % Jobs % Jobs » % 

Sent to Government Duplicating Service ........ Sia mesa 464 38 169 “3a 

Sent, 16 Outside Printers: ...742 cc ee eee 698 38 504 41 266 50 

Re-directed to Ministry Copycentres, etc. ...... a PY PLY a! 101 19 
1,815 L220) 536 








The preceding figures indicate a definite trend toward the use of outside 
printers and away from the use of the Government Duplicating Service. This 
trend is in conflict with the understanding reached at a meeting between Manage- 
ment Services Branch (MSB) and Government Duplicating Service (GDS) in 
July, 1973. At that time it was concluded that GDS would be able to handle all 
of the Ministry of Education’s duplicating needs, except for what was produced 
at its copycentres, and that comparatively few jobs would require being sent to 
outside printers. 


We were informed by MSB officials that GDS frequently refuses jobs with the 
result that recourse must then be made to outside printers. On the other hand, we 
were informed by GDS officials that they cannot recall having turned down 
Ministry of Education work for the past two to three years. These officials stated 
that they were seldom contacted by MSB and maintained that they could handle 
all of the Ministry of Education’s printing and duplicating requirements given 
reasonable lead time. 


We found it difficult to reconcile these widely divergent viewpoints, particu- 
larly since communication between the two areas was largely by telephone and 


no record of any refusals by GDS, nor their reasons therefor, was maintained 
by MSB. 


The apparent atmosphere of non-cooperation between MSB and GDS is 
disturbing, particularly in the light of the established User’s Advisory Committee 
which, we understand, is chaired by an official of the Ministry of Education. The 


prime purpose of this Committee is “to provide a means of communication be- | 


tween user ministries and agencies and the Government Duplicating Service”. 
Officials at GDS maintain that they have not been invited to a meeting of the 
User’s Advisory Committee since 1974. 














/'ama 
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We recommended that immediate initiatives be taken to rectify the existing 
situation. Such action should, among other things, reduce the amount of work 
allocated directly to outside printers. Our review suggested that most work could 
be handled by either GDS or through Print Procurement Service, Ministry of 
Government Services. 


For jobs that must be sent to outside printers, we recommended that formal 
procedures be instituted for recording: 


(a) the reason(s) work cannot be handled by GDS or the Ministry of 


Education’s copycentres, and 


(b) verbal quotations where written quotations are not obtainable from 


suppliers and the job is not being tendered. 
On January 20, 1978, the Deputy Minister replied as follows: 


“We have been aware of the problems which your report addressed and 
we are endeavouring to improve the situation and the relationships in- 
volved. We accept your recommendation for recording information 
pertaining to printing jobs being sent to outside printers.’ 


58. Need for Timely Billing Procedures, Ministry of the Environment. Our 
memorandum to the Ministry dated March 9, 1976 pointed out that monthly bill- 
ings to municipalities for water and sewage charges on provincial projects indi- 
cated that charges were not consistently processed on a current basis. The reply 
from the Ministry stated that a follow-up system was in place which would insure 
that billings would, thereafter, be made on a current basis. 


_ estimated flows where necessary. 


| 
| 








The Ministry replied as follows: 


“The March 9, 1976 audit memorandum pointed out that the monthly 
service billings were not processed on a current basis during 1975. This 
was mainly due to meter readings not being available for billing pur- 
poses, however, this has been followed up and generally corrected during 
1976-77. The delays experienced during 1977 were mainly due to a con- 
tinuing complement constraint on an expanding programme (a 70% 
increase in completed projects between 1975 and 1977). Since the billing 
clerk is utilized to assist with the February 15th statutory reporting re- 
quirements to municipalities and for the Provincial fiscal year-end 
requirements, a backlog of billings resulted. 


Positive administrative steps have been taken to overcome the billing 
problem in peak periods. An electronic accounting machine was installed 
in 1977 and will speed up the billing process in 1978.” 


An examination of billings for the period March to July 1977 indicated that 
jor portion of the utility service charges are still not being billed currently. 
For example, 306 billings, totalling $4,404,142, were issued in July 1977 and 
304 of these, totalling $4,273,269, were for service provided in the months of 
» April and May. These latter billings should have been made in May and June 
: Tespectively. We recommended that charges be processed on a current basis using 
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59. Home Owner Employee Relocation Plan, Ministry of Government Services. 


The Home Owner Employee Relocation Plan was approved by Management 
Board of Cabinet and came into effect on July 1, 1974. The purpose of the Plan 
is to assist and protect those employees who, through normal organizational 
changes, are moved from one locality to another. The Plan has been operated for 
the Government by a realtor selected by the tendering process. The costs of the 
Plan have been financed by the Ministry of Government Services, and are re- 
covered from the assisted employees’ Ministries and Agencies. The costs of the 
Plan include appraisal fees, agent’s administration fees, losses on properties sold, 
interest on cash advances and carrying charges on properties purchased at the 
guaranteed purchase price. 


Where an employee elects, on transfer, to use the Plan in selling his/her 
home the undernoted steps are followed: 


1. The guaranteed property price is established from two appraisals. 


2. Where the employee agrees to this price the property is listed for sale by 
the Plan agent for 90 days. 


3. If the property is unsold at the end of this period it is then purchased 
from the employee by the agent, In Trust for the Crown, at the guar- 
anteed property price. 


Those properties unsold at the end of the 90 day period continue to be held In 
Trust for the Crown until sold. Pending sale, the Plan agent manages the proper- 
ties and bills the Ministry each month for its expenditures in this connection. 


The total selling price of all properties sold and closed under the Plan in the 
period April 1, 1976 to September 30, 1977 amounted to $20,761,824. Charges 
from the Plan’s agents to the Ministry for managing and selling Plan properties 
and billed to the Ministry amounted to $2,221,182 in this period. By way of com- 
parison it is estimated that, had this Plan not existed, and had employees been 
able to sell their properties without the Ministry’s assistance at comparable prices, 


legal and real estate costs absorbed by the Government would have approximated | 


$1,250,000. 


The Plan’s expenditures include losses on properties sold below the acquisi- _ 
tion cost. During the period April 1, 1976 to November 30, 1977, 200 proper- | 
ties which had been acquired by the Plan were sold at a total net capital loss of | 
$485,202. This represented 14 properties sold at a capital profit of $8,695 and | 


186 properties sold at a capital loss of $493,897. 


The three largest capital losses noted during the audit period amounted to 
$23,000, $10,500 and $9,750. Carrying costs on these properties between the 
date of acquisition and sale totalled $35,966. According to documentation in the 


Plan files, two of these properties were in a poor state of repair, and this was be- | 


lieved to be the reason for the large capital losses. It appears that more accurate 


appraisals are necessary to protect the interest of the Government. 


As at November 30, 1977 a total of 129 properties purchased by the Plan at 
a total guaranteed purchase price of $6,137,754 were held in trust awaiting dis- 
position. Nine of these properties had been held for more than one year and in- 


} 
{i 
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volved a total purchase price of $370,083 and Carrying costs to November 30, 
1977 of $57,640. 


When an agreement is made during the 90 day listing period to sell an em- 
ployee’s property with a closing date after this period, the Plan purchases the 
property from the employee at the end of the 90 day period, and resells it to the 
purchaser on the closing date. This procedure requires the Plan to pay legal fees 
on both the purchase and resale, which are .85 per cent and .6 per cent of the 
selling prices respectively. A number of instances of this kind were noted during 
the audit period. We recommended that in these cases consideration be given to 
renegotiating the guaranteed purchase price agreement date to the final closing 
date, thus relieving the Plan of the necessity to purchase and sell with the atten- 
dant additional costs. 


Attention was directed to the following matters relative to the records of 
Plan transactions: 

1. A number of instances were noted where documentation, such as state- 
ments of adjustment on purchases and resales were not on file. It is es- 
sential that such documentation be obtained to effectively verify charges 
from the agent. 


2. At the time of our review the losses and gains on properties sold by the 
Plan were calculated on pieces of scratch paper. We recommended that 
a more formal record be used for this purpose and retained on file. 


3. We also recommended that a check list be placed in each file to ensure 
that all legitimate charges and documentation are received, and to avoid 
duplication of charges. Such a check list would be most important when 
a change occurs in the agent administering the Plan, or in the staff within 
the Home Ownership section. 


The following comments were received from the Ministry on July 27, 1978: 
“Under the terms resulting from competitive tender, the fee paid per 
appraisal is limited to $100.00. Such a fee is regarded by many quali- 
fied appraisers as being too low. Furthermore in some areas there is a 
shortage of accredited appraisers. 

“We are aware of the problems that arise from the appraisal function 
as a result of using less qualified appraisers, and are taking steps to use 
only appraisers with appropriate qualifications in future. 

“The growth in Plan activity, coupled with staffing by temporary per- 
sonnel, made it difficult to monitor procedures and identify all errors in 
the period under review. Plan documentation and records were likewise 
affected. 

“Steps have now been taken which should avoid similar problems in 
future. 

“It is now our practice to proceed along the lines suggested in your 
recommendation when a closing falls outside a listing period.” 


60. Unrecovered Accommodation Costs Re 1976 Olympic Games, Ministry of 


- Government Services. In May 1975, Management Board of Cabinet approved 


56 AUDITOR’S REPORT FOR 1977-78 








a special advance of $90,000 for the purchase of 1976 Olympic Games tickets 
for sale to Members of the Legislature and senior government officials. The 
responsibility for the purchase and resale of the tickets was assigned to the Proto- 
col Services Branch of the Ministry. Tickets to a value of $42,987 were purchased 
and accommodation in Montreal hotels and other facilities was reserved for use 
of individuals attending the games at a cost of $31,461. It was noted that Man- 
agement Board had not authorized the advance purchase of accommodation. 
Recoveries amounted to $42,146 for tickets and $20,547 for accommodation, 
resulting in unrecovered ticket costs of $841 and unrecovered accommodation 
costs of $10,914. The unrecovered accommodation costs represented accommo- 
dation paid for but not used during the period July 16 to August 1, 1976. The 
unrecovered costs were charged to the Protocol Services appropriation in Decem- 
ber 1976. 


On July 27, 1978 the Ministry replied as follows: 

“We accept responsibility for failing to more accurately describe the 
request for a special advance of $90,000 as being partly for tickets 
($55,000) and partly for accommodation ($35,000). However, as our 
Protocol Services Branch was acting as the secretariat for and on the 
instructions of the Ontario Co-ordinating Committee, the intended use 
of the funds was known in advance by the Management Board of Cab- 


inet. 


‘In order to obtain what prior to the events appeared to be the most ad- 
vantageous rates as well as a fair share of the tickets for the more pop- 
ular events, certain advance bookings and ticket mixes had to be ac- 
cepted and prepaid. Arrangements were also made with the hotels to 
re-sell any accommodation we did not need and to credit us with 


amounts so recovered. 


“Unfortunately a number of the less popular events remained under- 
subscribed, a number of V.I.P. visits to Olympic sites did not material- 
ize and the general demand for accommodation fell greatly below anti- 
cipated levels. Part of this was the result of the cancellation of events 
following the withdrawal of a number of countries from the XXI Olym- 
piad. 


“As a result, a number of tickets (total value $841 against total outlay 
of $42,987) and a substantial portion of the accommodation costs 
($10,914 of $30,790) could not be recovered. 

“All accounts for tickets and accommodation used have now been set- 
tled.” 


61. Compliance with Established Tendering Procedures Recommended, Ministry | 
of Government Services. During a review of tenders received for printing, it was 


noted that one firm outside Metropolitan Toronto regularly tendered via telecom- 
munication message. According to the Ministry’s Policy and Procedure Manual, 
telegram and telex tenders will be accepted provided that the hard copy of the tele- 


gram/telex, or the telephone message is received from CN-CP Telecommunica- | 
tions or the Ontario Government Telecommunication Services Branch prior to” 
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the tender closing. In such cases, the tender documents should be mailed at least 
24 hours before the closing date and time, as evidenced by the post mark. Of 
eight tenders awarded to this firm between April and October 1977, it was found 
in four cases that the post mark on the tender envelope submitted was the same 
date or a date subsequent to the tender closing. In two other cases the tender 
envelope was never received and presumed lost in the mail. Photostatic copies of 
the tender documents were made and signed by representatives of the firm. We 
recommended that Ministry rules on acceptance of tenders by telecommunication 
be strictly followed. 


The Ministry subsequently commented as follows: 


“While some potential suppliers submit initial tenders by telecommuni- 
cation only on occasion, we are aware of some more consistent users of 
this procedure. From time to time, we contact the latter for explana- 
tions, especially where there appears to be some question about the time 
of mailing of the written confirmation. It should be noted that many of 
our tendered printing requirements have to be obtained on relatively 
short notice so that out-of-town suppliers have less lead time and can- 
not rely only on the mail for delivery of their bids. 


“Also, delays occurring at the dispatching post office result in the appli- 
cation of late cancellation postmarks. We have experienced such diffi- 
culties in some localities affecting a number of vendors. As a result, we 
propose to review the procedures and rules applicable to the acceptance 
of telecommunication messages for tender bids. However, we must also 
point out that the problem has affected very few of the approximately 
1,400 printing tenders issued last year.” 


62. Vacant Leased Premises, Ministry of Government Services. A review of the 
vacant space reports prepared each month by the Planning and Research Branch 
of the Ministry was carried out for the period April 1, 1977 to December 31, 
1977. Reports prior to April 1, 1977 were also reviewed to determine the initial 
vacancy date on areas reported vacant on the April 1977 report. The average 
vacant space for 1977 was 3.6 per cent in Metropolitan Toronto and 1.6 per cent 
in the rest of the province. Although this rate of vacancy appears small in rela- 
tion to the total useable space, there were certain locations in Toronto with va- 
cancies for relatively long periods of time as follows: 
Lease 4260 Floors 7, 8 and 9—77 Grenville Street 

21,450 square feet 

Vacant May 1976 to March 1977 

Total rent for period—$123,280 
Lease 4250 1st Floor—130 Orfus Road 


9,140 square feet 
Vacant July 1976 to termination December 31, 1977 


Total rent for period—$21,250 
Lease 3783 3rd Floor—18 King Street East 

8,500 square feet 

Vacant since leased August 1, 1977 

Total rent for period —$42,500 
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Lease 1237 Floors 2 and 3—505 University Avenue 


6,000 square feet 

Vacant: Floor 2—14 months to expiry of lease July 1, 1977 
Floor 3—22 months to expiry of lease July 1, 1977 

Total rent for period—$64,800 


Lease 4287 Floors 23, 24 and 25—400 University Avenue 


26,500 square feet 
Vacant February 1977 to November 1977 
Total rent for period—$143,050 

On July 27, 1978 the Ministry commented as follows: 


“Tl -4260 Floors 7, 8 & 9—77 Grenville 21,450 sq. jt. 
Vacant May 1976—March 1977 


This space was held as an interim location for the consolidation of the 
new Ministry of Culture and Recreation. Once Culture and Recreation 
relocated to 77 Bloor Street, the space was prepared for occupancy by 
the Ministry of Natural Resources, Geological Survey Section. 


“L-4250 Ist Floor—130 Orfus Road 9,140 sq. ft. 
July 1976 to termination December 31, 1977 


This location was held pending M.T.C. re-organizations and consolida- 
tion at Downsview. The space was used on an interim basis during al- 
teration projects at Downsview. Considerable expenditure would have 
been involved in putting the space in a condition acceptable to the les- 
sor, if the space had been relinquished prior to the date of the termina- 
tion of the lease. 


“L-3783 3rd Floor—I8 King St. E. 8,500 sq. ft. 
Vacant since leased—August 1, 1977 


This space was leased to accommodate the proposed staff from the 
Court Administration Group to be formed under the ‘White Paper on 
Court Administration’ 1977. The leasing of the space was approved by 
Management Board but later Management Board withheld funds for al- 
terations and furniture purchases until the Ministry of the Attorney 
General had developed a master plan for Head Office Toronto. 


The 3rd floor has had 75% occupancy since August 1977 by staff of 
branches who will be relocating to other floors when the master plan is 
completed and approved. It is anticipated that the space will be fully 
occupied in the near future. 


“L-1237 Floors 2 & 3—505 University Ave. 6,000 sq. ft. 
Vacant: Floor 2—14 months to. expiry July T1977 
Floor 3—22 ‘months*tovexpiry, July 9) e1977 


This location was used by the Solicitor General and retained during the 
phasing in of the George Drew Building. There were interim occupants 
from various ministries. On or about May 26, 1977, 3,000 sq. ft. of 
space on the 2nd floor reverted to the lessor. The balance of the space 
was in small blocks (1,900 sq. ft. on the third floor; 1,000 sq. ft. on the 
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second floor), and it was not possible to find occupants for this Space or 
to sublet for the balance of the lease. 


20 FP oor 23204 & 25400 University Ave. 26,500 SOs IE 
Vacant—February 1977 to November I 977 





15,000 sq. ft. of space was reserved for the Ministry of Consumer and 
Commercial Relations for relocation to 400 University Avenue as leases 
expired at 555 Yonge Street. Space was allocated to the Ministry of 
Labour also relocating from 555 Yonge Street. Other vacant Space 
arose from the formation of the Ministry of Culture and Recreation 
which took over certain functions from the Ministry of Colleges and 


Universities and relocated staff from 400 University Avenue to 77 
Bloor St. W. 


aa hog 


“The remainder of the space was reserved for various relocations of the 
Ministry of the Attorney General.’ 


) 


63. Improper Distribution of Expenditure in Volume 1 of 1976-77 Public Ac- 
counts, Ministry of Government Services. A review of expenditure within the 
Provision of Accommodation Program of the Ministry indicated that certain ex- 
penditures were not being charged to the correct standard accounts classification 
for presentation in the Public Accounts 1976-77, Volume I. The Public Accounts 
1976-77 States on page 8 that the standard account, Acquisition/Construction 
of Physical Assets, includes all costs of acquisition and construction by contract 


of new and used buildings and engineering structures, together with the cost of 
acquisition of land. 














| The Capital Construction activity for the 1976-77 fiscal year contained an 
expenditure of $68,698,976 for the Acquisition/Construction of Physical Assets 
account. This account was found to include an amount for salaries and wages of 
$344,558. Similarly, other expenditures including engineering fees, architect fees, 
2quipment and furniture installed in new buildings were charged to Acquisition / 
Construction. They should have been charged to Transportation and Communica- 
ion in the amount of $103,200, Services in the amount of $7,550,233 and Sup- 
dlies and Equipment in the amount of $2,514,572. 


The Real Property Acquisition activity under the Provision of Accommoda- 
ion Program in the fiscal year 1976-77 also included an Acquisition/ Construc- 
jon account to which salaries and wages in the amount of $65,200 were incor- 
ectly charged. 


In view of these observations, attention was directed to Accounting Policy 
‘tatement number 302 issued by the Ministry of Treasury, Economics and Inter- 
Overnmental Affairs. 


At the time of our review, we noted a similar situation in the 1977-78 fiscal 
ear, with salaries and wages being charged to standard accounts other than 
alaries and Wages. We understood that this matter was being reviewed by the 
Ministry and Management Board. 


The following response was received on July 27, 1978: 
“Agreement has now been reached with Management Board and the 
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Ministry of Treasury, Economics and Intergovernmental Affairs regard- 
ing standard account classifications for program delivery expenditures 
in the Provision of Accommodation Program. 


“A submission has recently been made to Management Board with re- 
spect to the reclassification of expenditures for the 1978-79 fiscal year.” 


64. Lost Cash Discounts on Purchases, Ministry of Health. An examination of | 
suppliers’ invoices paid during the audit period from April 1, 1976 to September 
30, 1977 indicated that full advantage was not being taken of discount terms on 


suppliers’ invoices: | 





Total Amount of Cash | 

Ministry Areas or Branches Invoices Reviewed Discount Lost’ 

$ $ | 

Government’ Pharmacy -.a.2.0 aw ase ee ee 1,941,069 27,207 | 

Supply and Services: (Reproduction) “ii:.4.0..0. nes 150,407 3,008 

Ambulance Services: 534)..cc Act Shean ce eee 140,887 2,400 | 
Larabar ve OPV ICES aon cces his cates umemces igi ag Oe ee ae 109,278 1,104 
Psychiatric SP aciies 255 cause eas eee $2,398 620 
Other book cdl en ee a ee a eee 16,726 184 








eee ae 34,523 





We were advised that effective October 1, 1977, invoices for the Governmea 
Pharmacy, bearing discount terms, are to be paid through the Accountable Ad- 
vance in order to take advantage of cash discounts. We recommended that efforts | 
be made in other areas of the Ministry to arrange the processing of suppliers’ 
invoices so that payment is made in time to take advantage of cash discounts. 


On February 17, 1978 the Ministry responded as follows: 


“As noted in the Audit Report, effective October 1, 1977, Government 
Pharmacy invoices bearing discounts are being paid through the account- 
able advance. We have issued a circular to all other Branches to use 
the accountable advance to take advantage of these cash discounts as 
well.” 


65. Cancellation Charges Incurred in Connection with Excessive Coal Purchases, » 
London Psychiatric Hospital, Ministry of Health. A contract was awarded on’ 
June 26, 1975 to an engineering company for the conversion of the heating» 
facilities at the London Psychiatric Hospital from the use of coal to oil with the’ 
scheduled completion of a boiler in each of the months of October, November 
and December 1975. However, we understood that the conversion was not com-" 
pleted until May 1976. : 


It was learned that on June 25, 1975, the day before the contract for iy 
SU work was awarded, 7,500 tons of coal were ordered to be delivered, ' 
“as required”. Shortly thereafter it was realized that the entire quantity of coal’ 
on this order would not be required. Efforts made through the Ministry of 
Government Services to dispose of this coal to other users at a reasonable price: 
were unsuccessful, and it was decided that the most economical solution was tO” 
pay a cancellation charge to the supplier and not take delivery. This charge was 
$22.70 per ton on 7,500 tons, or $170,250, and was paid on March 31, 1976. 
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| Additionally, during the period of the conver 

livered on an order placed with the Supplier in June 1974. The last delivery of 
coal on this order was made on May 12, 1976 leaving a balance of approximately 
162 tons outstanding at that time. Failure to take delivery of the balance resulted 
_ in a cancellation charge of $19.70 per ton against the Ministry. The supplier of 


the coal issued an invoice to the Ministry on June 10, 1976 in the amount of 
$3,195 and this was subsequently paid. 


sion, coal continued to be de- 





Thus, a total of $173,445 was paid for cancelling deliveries on these orders. 
_ We acknowledged that some surplus coal would inevitably result from a major 
_ conversion such as this. However, we felt that a closer liaison between those areas 

or branches determining the timing of the conversion and the final ordering of 


_ the coal would have resulted in a smaller surplus of coal and a smaller penalty 
_ being paid. 


The Deputy Minister replied to our comments on February 17, 1978: 


“... your point about poor liaison in this instance ts well taken. Without 
attempting to apportion blame, all parties concerned are now aware of 
the need for a better coordination of effort in the future.” 


| 


66. Improved Collection Procedures Recommended Re Bursaries Recoverable, 
Ministry of Health. The Ministry has offered several forms of bursaries and 
grants to medical, dental and nursing students and to physicians specializing in 
psychiatry. In certain of these cases the award, or part of the award, is repayable 
to the Ministry if certain commitments made at the time of the grant are not ful- 
filled by the recipients. Accounts receivable in this regard, including amounts due 
under guaranteed income contracts totalled $516,359 at March 31, 1977 and the 
corresponding total at February 28, 1978, per Ministry records, was $433,278. 

| 


| A review of the procedures in effect for the recovery of outstanding accounts 
indicated a need for improvement in the follow-up and collection activities. One 
instance was noted where a recipient of a grant, who had apparently failed to 
provide the required return of service, had not been recorded as a debtor. This 
matter was referred to the staff concerned for further review and corrective action. 
Instances were also observed where the regular repayment instalments made by 
the grant recipients had not been sufficient to offset the interest charges on the 
mounts owing, and as a consequence the current outstanding balances were 
sreater than the amounts of the original debts. We felt that the Ministry should 
deavour to establish grant repayment schedules that would provide for a re- 


luction in the principal amounts owing in addition to the payment of all related 
charges. 







During the course of the prior audit we suggested that the right of set-off 
der section 54 of The Financial Administration Act might be exercised for 
sursary recipients who were submitting billings to the Plan as opt-in physicians 
or medical services rendered. A report by the Audit Branch of the Ministry dated 
Jovember 4, 1977 made a similar comment but suggested that a legal opinion on 
ne proposal should be obtained. We understand that the Legal Branch has con- 
a the propriety of this procedure, and that steps will be taken to effect re- 
Overy in this manner where a debtor does not offer a satisfactory alternative. 
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The following response was received on August 11, 1978: 


“The instance noted by the Auditor whereby a recipient of a grant who 
had failed to provide the required return of service was not recorded as 
a debtor was due to a clerical error and has been corrected. The omis- 
sion, which was discovered by the Auditor before the printout of the 
trial balance for the month was available, would have been routinely 
detected and corrected when the trial balance was reviewed. 


“We are in agreement with the Auditor’s suggestion that all repayment 


instalments should be sufficient to cover interest and part of the princi- 
pal and we do insist on this. However, this is not always possible when 


debtors are still in training or internship. 


“We have referred to the right of set-off under Section 54 of The Fin- 
ancial Administration Act in three instances so far and in each case the 
debtor has agreed to a satisfactory alternative.” 


67. Improved Verification Procedures Recommended Re Partially and Fully As- 
sisted Participants, Ontario Health Insurance Plan, Ministry of Health. Net pre- 
miums received by the Ministry for insured services amounted to $798,656,250 


in the 1976-77 fiscal year and to $729,138,411 in the eleven months ended Feb-_ 


ruary 28, 1978. The prevailing premium rates during the period under review 
were $16 per month for a single person and $32 per month for family coverage. 


A large number of participants receive fully or partially subsidized health 
insurance coverage from the Plan. For example, under section 13 of The Health 


Insurance Act, 1972, any person who is sixty-five years of age or over and who, | 


on application is found eligible, is entitled to be an insured person along with his 


spouse and eligible dependents without payment of premiums. Such exemption — 


only applies when a person has been ordinarily resident in Ontario for the pre- 
vious twelve months. Additionally, persons who satisfy the residence qualification 
may be eligible for premium relief or assistance under section 14 of the Act based 
upon taxable income and other criteria as detailed in section 27 of Ontario Regu- 
lation 323/72. There is also provision in section 14 of the Act for temporary 


premium assistance when a recipient is unable to pay premiums due to unem- 


ployment, illness, disability or financial hardship. 


Statistics prepared by the Ministry provide the under-noted analysis of pre 


mium revenue waived during 1976-77 by reason of this premium assistance, based 


on insurance coverage in force at the end of each month: 


$ 
Partially’ Assisted 2.0.55, 546,058 
Fully Assisted 
Taxable’ Inéome? aeons a ee 36,634,328 
Temporary Assistance: .42..cee ee 8,276,885 
Age:.65 :and \OVer ac. 5 ag eee ee ee 175,657,324 
Todians. hisses cee occ ee ee 3,976,316 
Department of Veterans’ Affairs (Canada) .... 4,505,383 
Municipal: Welfare: 20.2.7 5a 18,923,900 
Provincial. Welfare fds tas ck ee 36.597,39 11 


285.107 565 
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The following comments were made wit 


h respect to a review of a number of 
applications for premium assistance: 


1. One of the prerequisites to receiving premium assistance based on tax- 








able income is that an individual must have resided in Ontario for a 
period of at least twelve consecutive months immediately prior to re- 
questing premium assistance. It was noted, however, that a number of 
applications examined during the course of the audit had been granted 
although the required residency information was not provided. 


In determining eligibility for premium assistance, the taxable income of 
an applicant is estimated for the calendar year in which application is 
made. The actual taxable income of an applicant, however, could in- 
crease significantly over the estimated taxable income for this period and 
result in continued premium assistance which would not be warranted. 
We therefore were of the opinion that granting premium assistance for 
a full year based on estimated taxable income is too long a period and 
that consideration should be given to reducing this term to six months. 
In this regard, it was noted that for recipients of public assistance, the 
benefit period is initially for a term of six months with extensions for 
successive periods of three months each as provided in the legislation. 


A number of foreign students receive temporary health insurance pre- 
mium assistance although they are apparently supported by their par- 
ents or relatives overseas. Instances were also observed where foreign 
Students, some under 21 years of age and therefore dependents in terms 
of The Health Insurance Act, 1972, had successive applications for tem- 
porary assistance approved. Section 33 of Ontario Regulation 323/72 
made under The Health Insurance Act, 1972, provides that the benefit 
period for a foreign student commences on the date upon which he pays 
his first premium after his arrival in Ontario, which would suggest that 
payment is required from such persons for health insurance coverage. 


Eligible persons aged 65 or over are exempted from payment of premi- 
ums for insured services under section 13 of The Health Insurance Act, 
1972. It was understood that the applications for such exemptions, 
signed and witnessed by designated individuals, are currently accepted 
and processed by the staff without further verification. We felt that con- 
sideration should be given to the possibility of utilizing information main- 
tained by the Drug Benefit Branch of the Ministry or the Government of 
Canada to assess eligibility for premium exemption based on age. 


Receipients of public assistance are entitled to free health insurance cov- 
erage, and the applicants and the municipal agents concerned are re- 
quired to sign and date the relevant application forms. It was observed 
that these requirements were not always fulfilled and that a number of 
applications bore the signature or initials of the respective municipal 
welfare administrator or other official in the space provided for the 
applicant’s signature. Also, at the time of our audit, no list of the signa- 
tures of authorizing municipal officials was being maintained to ensure 
the authenticity of persons signing in that capacity. We suggested that a 
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more effective control should be established over applications for as- 
sistance submitted under the signature of a municipal official and over 
the reserve stock of municipal application forms maintained in the En- 


rolment Branch. 
The Ministry responded to our comments on August 11, 1978: 


“Although subscribers may fail to indicate number of years they 
have resided in Ontario in the upper panel of the premium assis- 
tance form they are required to sign their name below the declara- 
tion that they have resided in Ontario ‘for the past twelve months’. 
“We included this additional area on the form which pertains to 
residency to highlight the need for 12 months residency to be elig- 
ible for premium assistance and do not feel we should return the 
form when applicant fails to complete the panel. 


“We agree that granting of assistance for shorter periods (6 months) 
would allow a more accurate assessment. However, a larger clerical 
staff would be required to handle current volume twice a year (pre- 
sent program embraces 160,000 applications). 


“According to our Legal Branch, the fact that foreign students are 
under age 21 has no relevance to Section I of our Regulations (de- 
pendent). Additionally, Section 33(c) only deals with prescribing of 
waiting periods for persons applying (immigrants, persons with Min- 
isterial permits and foreign students) and mention of ‘paying first 
premium’ is meant to indicate the act of applying only. As a ‘resi- 
dent’ for insurance purposes, foreign students are entitled to apply 
for premium assistance in accordance with Section 14(2) of the Act. 
However, amendments to Section 14, Subsection 1 and 2 of The 
Health Insurance Act, 1972, have been proposed, which will ex- 
clude foreign students. 


“A system of verifying age with the Drug Benefit Branch has been 
under review for several months. This project was established as a 
long range goal during 1977 and is expected to be completed within 
the next few months. 


“We are taking steps to ensure that all applications are signed by 
the Municipal Welfare Administrators (300) or social worker as well 
as the applicant. On occasion, we have granted permission to accept 
the Welfare Administrator’s signature in situations where applicant 
cannot be reached because of geographic location. 

“Additionally, we are taking steps to maintain a more effective con- 
trol of our pre-numbered applications and distribution of same. We 
are also reviewing the possibility of maintaining a list of signatures 
for all Municipal Welfare Administrators in order to verify applica- 
tions on arrival. 

“In the form of a ‘long range project’, we are studying the feasibility 
of transferring the Municipal Welfare enrolment program back to a 
group system.” 
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68. Observations and Recommendations Re the Ontario Human Rights Commis- 
sion, Ministry of Labour. The Ontario Human Rights Commission is responsible 
to the Minister of Labour for the administration of The Ontario Human Rights 
Code. The members of the Commission are appointed by the Lieutenant Governor 
in Council who may designate one of the members as chairman and determine 
their remuneration. The cost of administration of the Code is payable out of 
moneys appropriated therefor by the Legislature, and such staff as are considered 
appropriate may be appointed under The Public Service Act. 

During the year, we completed a detailed audit of the Commission’s expendi- 
tures for the three year period ending March 31, 1978. Such expenditures for the 
three year period amounted to $3,596,449 and are summarized as follows: 


$ $ 
Remuneration: Commission Members 
Ee COM ee i ee ZVCUL2 
Pemmassm tiie Denenis meetin... te. d. Ab 7,859 219,881 
Remuneration: Staff and Others 
Bec Me Toni hk LORI ih ie oe Oe ees, 2,461,056 
ROO BOATS HOT TAC UITY peedh ce ol 5 oxi lto on coavevahnuad.aiccneobannr so. 19,475 
@eeal Counsel, Boards Of Inquiry .............0...cccccecetccesesecseeeeen 34,302 
SC On Oervicen ie. ey, ee) ees ii ee tes 48,079 
Rte PCOPESSION ALO SELVICES 6 cs. ssn teindinaal «certavnonarvecduseieenassicavevepsileabes 21,798 
ry Ya FS: oO SR a he p53 2,683,932 
_ Transportation and Communication 
MRE OCIS es NACI DEUS F555. cc) ceo ese i. on us non ge ncnelin sewers sss 38,767 
SSSR LE | ea A A i Md aed sO 23351230 
SSO Ce Re ee ne ne, ene ee 8,148 
MI STE REINS roe osc c nse (sav nngevns ioatshitesesveassecss ath eee ed. 208773 
OE ANU PRS LS EAS aa Soe en ee nn ee Zor Le 
(EST Sop Tee A a ee 14,156 
Bert ONNMUMCATION -SELVICES 6.00. -6.)becccisec le ieee tes edvactea des bdvlonce 4,518 340,304 
OT. pce ee es a UI as ON 93,554 
GEG MEANT RTPI NG re. Me RU TAGS Givscesaccesvvaetnsansncstriasnoenachenantn 99,658 
fmeceptions, Seminars and Conferences ............cc:cccccccccccsescesseeceseeee 20,589 
_ Office and Administrative 
Be EOE OIpiieni) ter tert A ee saa Ae 335789 
TENG UTSUAS Gr Velo nr gt i er 20,055 
RE, eA IDIOT ae oo ects ang ops cniictsvt connuils «apa rroncnros' 25,430 
ae Pee ee RN Le. os cccacestersacsivsne ceases 26,610 
Btail Development and Memberships ................0..0.0..000 cece tot 
PS TROT INEST EY (oS SiO an ae ee ee ar re 10,138 
138,531 
3,596,449 


The following observations were included in a memorandum sent to the Ministry 
of Labour on July 13, 1978. 


Remuneration: Commission Members 

As at March 31, 1978 the Commission was composed of eight members, 
one of whom had been designated as Chairman and another as Vice-Chairman. 
The current Chairman was appointed for a period of three years effective from 
February 19, 1978 while retaining the rank and status of a Deputy Minister. The 
previous Chairman had served from February 19, 1975 until February 18, 1978. 
The Vice-Chairman was designated by Order in Council dated March 15, 1978. 
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While engaged in the work of the Commission, the former Chairman was 
paid at the rate of $200 per day. The current Chairman, being a public servant, 
receives the normal salary and benefits for her rank. For attending meetings and 
hearings of the Commission or when engaged in other necessary business of the 
Commission, the other members are paid at the rate of $110 per day. For time 
spent in preparation for meetings and other formal business of the Commission, am 
hourly rate of $13.75, not to exceed four hours for any one meeting, is author- 
ized. The rates for the recently designated Vice-Chairman are $135 per day and 
an hourly rate of $16.90 up to $135 per day respectively. The per diem fees are 
in addition to the reimbursement for travel and out of pocket expense incurred 
in the course of Commission duties. | 

Payments for attendance at Commission meetings were made on the basis of 
memoranda submitted by the Chairman. Members received the full-day rate even 
though meetings sometimes lasted less than four hours. Generally, the maximum 
of $55 for time spent in preparation was paid to all members other than the 
Chairman. We noted six instances where there appeared to be some conflict be- 
tween the attendance as submitted by the Chairman and as recorded in the 
Commission’s Minutes or as indicated by travel data. | 


In our view it would have been more appropriate for members to have in- 
cluded their per diem fees on their expense claims indicating actual activity dates. 
preparation hours, and descriptive detail for additional duties. We noted thai 
the current Chairman has instituted this practice. | 


Legal Counsel, Boards of Inquiry ' 


Pursuant to section 14a of The Ontario Human Rights Code, the Minister 
upon the recommendation of the Commission, may appoint a board of inquiry con: 
sisting of one or more persons to hear and decide a complaint. During the three 
years covered by our review, the Minister made 26 appointments from a roster 0' 
university faculty of law members. | 


One of the purposes of the policy on legal services as expressed in the 
Ontario Manual of Administration (section 50.8) is to ensure that available 
Government legal talent is appropriately utilized before private sector counsel 1) 
retained. Although commissions are exempted from this aspect of the policy, thi 
Ministry of the Attorney General in 1975 indicated its willingness to supply lega 
counsel for boards of inquiry. However, the Commission is desirous of preservin, 
its right to choose independent legal counsel as may be deemed appropriate fo. 
reasons pertaining to conflict of interest and objectivity. We were informed als 
that some cases require a level of expertise and familiarity with the Code that i 
not always readily available from Ministry of the Attorney General resources 
Accordingly, private sector legal counsel were engaged for 11 boards of inquir, 
and billings received up to March 31, 1978 for these services totalled $34, 30 | 


Other Professional Services 


The terms of an agreement with a university dated February 4, 1975 pre 
vided that a faculty member would personally undertake a research project 0. 
“Employment Problems of Northern Ontario Indians: A Pilot Study”. The dure 
tion of the contract was to be for the period February 1, 1975 to May 30, 197 
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with payment limited to $7,000. Two-thirds of the amount was paid in March 


1975 with the balance to be paid upon receipt of the completed report. However, 
the report was not submitted until the summer of 1977 and the final payment of 


q 


$2,334 was made in October 1977. The study subsequently was evaluated by an 
independent scholar and found to be unfavourable from both a methodological 


perspective and in terms of the faculty member’s hypotheses concerning native 
‘values and social organization. 


Although we understood that the report was useful to the Commission as an 
internal document, we felt the delay in submission of the report and a failure 
to monitor the progress of the study limited the benefit attained therefrom. 


! a! 
Travel Expense, Commission Staff 


Our observations during a review of the travel expense claims for Commis- 
‘sion staff included the following: 


1. During the three-year period, mileage allowance of approximately 
$82,000 was paid for 443,100 miles driven by members of the staff. 
Mileage for each of five persons ranged from 21 to 29 thousand for 
the three years with a single year high for one person of 18,751 miles. 
| In view of the requirement for extensive travel by some employees, it 
| was suggested that the feasibility of using Government-owned vehicles 
or other means of transportation be explored from an economical point of 

view. 


2. A significant number of meals are claimed by employees for work after 
normal office hours and the cost of such meals in 1977-78 was $3,644. 
A review of the travel expense for one employee showed that 479 dinner 
meals had been claimed over the three-year period, nearly all being in 
this category. In such recurring situations, we recommended that the 
circumstances be reviewed. 


Receptions, Seminars and Conferences 


Included in the expense for this category were payments to a Toronto hotel 
which may be summarized as follows: 


| Meals and refreshments Dag 207 
Accommodation Ce 10) 
| Gratuities and tax 1,951 
| Miscellaneous 64 
| $14,652 


These costs were incurred generally in connection with Commission meetings 
which were held at the hotel. Of 63 days on which meetings were convened, this 
hotel was used on 48 occasions, other hotels 5 times, and Government accommo- 
dation 10 times. The consensus of the members, as recorded in the minutes of a 
meeting held in May 1976, was that meetings should be held at the hotel where 
the members from out-of-town were staying. This policy has been revised as 
announced by the current Chairman and arrangements have been made to obtain 
Government accommodation when meetings are held in Toronto. 
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The expense shown for meals and refreshments was mainly for luncheons 
held in conjunction with the meetings. The luncheons were attended by Commis- 
sion members, guests and senior staff, but the names of those in attendance and 
the cost per person or other detail were not usually indicated on the documents 
presented for payment. The expense included the following events: 


$ 
1. November 18, 1977 — A buffet luncheon 
served at a meeting of the Commission .... 334 


2. December 15, 1977 — A buffet luncheon 
served at a meeting of the Commission and 


partly to honour an employee...) ae 485 
3. December 16, 1977 — A buffet luncheon 
served at a meeting of the Commission .... 263 
4. January 26, 1978 — A buffet luncheon 
served at a meeting of the Commission .... 210 | 
5. January 27, 1978 — A buffet luncheon | 
served at a meeting of the Commission .... 280 | 


6. February 9, 1978 — A buffet luncheon | 
served at a meeting of the Commission and ) 
a dinner meeting attended by present and | 


newly appointed Commissioners and senior 
Stall oO: sacere tan. he Oh ee eee 836 | 


7. February 10, 1978 — A buffet luncheon 
served at a special meeting attended by 
present and newly appointed Commis- 
sioners and by staff of the Toronto Office 
Of ‘the VC ommussianweere on ee 416 


In our opinion, these expenditures were not entirely in compliance with the 
rules for hospitality expenses as published in the Ontario Manual of Administra-' 
tion, 60-2. | 


Supplies and Equipment : 


Office accommodation for the former Chairman and his immediate staff was 
obtained on a rental basis in Peterborough, Ontario. A test of supply purchases 
for the three-year period indicated that a number of books were requisitioned for 
the Peterborough office. It was also noted that six filing cabinets were shipped 
to the Peterborough office in 1975. At the completion of our audit, neither the 
books nor the cabinets had been transferred to the Toronto offices of the current 
Chairman. | 


We therefore recommended that steps be taken to recover all Commission 
files, supplies and equipment which may still be in Peterborough. 


| 

At the date of this Report, September 29, 1978, we have no record of | 
reply. We are, therefore, unable to present the Ministry’s views on the mattert 
raised. | 
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69. Observations Re Expenditure of the Royal Commission on Electric Power 
Planning, Resources Development Policy. The Royal Commission on Electric 
Power Planning was designated by Order in Council dated July 17, 1975. The 
terms of reference for the Commission, which was appointed to inquire into the 
long range planning of Ontario’s electrical power needs, were subsequently 
amended by Orders in Council dated December 14, 1977 and July 12, 1978. 
The latter Order requested that the Commission provide the Government with 
its final report and recommendations by October 31, 1979. 


As at July 31, 1978 the Commission was composed of four members in- 
cluding the Chairman, a fifth member having resigned for health reasons in June 
1977. The Commission was empowered to “engage staff, counsel, expert tech- 
nical advisors, investigators and other staff as it deems proper at rates of re- 
muneration and reimbursement to be approved by Management Board of Cabinet”. 


The recorded expenditure of the Commission from inception to July 31, 
1978, amounted to $3,395,936 and may be summarized as follows: 








353202250 


$ $ 
REMUNERATION: COMMISSION MEMBERS 

fermi encal AcTecinenis, CHAN TIAN calc sitnas deine neta ees sendsdedearey Medan 163,430 

NPN TOE Me go Ces car tilate oven cinas oc paeont do hen eR ced narrate nea Pst 0 

Oey Sane ORES cS Me As eee ee pe eee eee eee eis 1, 50,068 364,748 
~ REMUNERATION: STAFF AND OTHERS 
ESS Pera Bs Se) 2a un Oa SE Se 754,599 
MUMMOUISUNLATIC SELVECOS ofr ccc cence sesycesenesdienteneannnssssrvnrrduonsnsdbenty ane ugoet 373,072 
Mal COUMSC een cece cenee i aetenenntteat stad cene tone cnenhenanenensinn nade stonan 146,833 
1» Contractual Agreements, Executive Director ............. cee 146,345 
TST EV ELI ys Sect ia ses negyace nan tn terdaradcnsnnanenasesodanesaendetormannetns cated 61,081 1,481,930 
TRANSPORTATION AND COMMUNICATION 
Me Travel, Accommodation and Food .........cc..:-ccceriiseeeernestnenereene 244,950 

VEO fag scas pn sdigedes pr dawasinsa peace digeterscorone fe ntnsnnn edtiieReoan scents 22, 4s 

PAT C PORTADE fo. fics Macc gece cies fotvageten veda ceence seve nssssentn i@yed gaan ce aes 2226 1h 
MEE A CCOUTES Fini occ os ico ah id. va lookin aneen Staab den Sane ate beets 7,409 296,962 
| PUBLIC INFORMATION AND PARTICIPATION 
ite are eres hf 8 less). ore. WReed-wed.. Apt 311,080 
MP Public Relations and Advertising 2.0... nesses eee 268,228 

BeeOrding and Transcribing ....nc.2.-sitace-neeccodice cinema sean vconer nee neneeenneness 169,586 
le Other Public Participation Costs ...........: ccc rte tener ene 61,641 810,535 
_ OFFICE AND ADMINISTRATIVE 
Riis ons upliciines anne. neti wliholset garme4 126,255 
Lease and Leasehold Improvements .............:::: ceteris 120,019 
I Furniture and Equipment .........5....c::ccccccc teeter eeneer ener ratte 47,464 
Rooks, Stationery and Supplies - 0.1.0... sce esc here einen screenees AG222 

BAM PIOCESBINE | SELVICES 9 1. ccceraha nce iaeesnn ceophis seep nennmennnn + thay cr obn eaten 40,654 
| RE tecnica fOr Services 8 etic treet cove Medeor sa 61,147 441,761 


Observations made with respect to a number of the summarized expense cate- 
_ gories are as follows: 


i 
| 


~ Remuneration: Commission Members 


| Remuneration for the Chairman from the date of his appointment (March 
13, 1975) until June 30, 1976 was in the form of reimbursement to a university 
| for his services ($52,030) plus an honorarium to the Chairman ($9,000). There- 


| after, payments based on a per annum rate were made on a contractual basis to 
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a firm with which he is associated. The payments to the university were au- 
thorized by Order in Council dated September 1, 1975. However, an Order in 
Council providing for payments after July 1, 1976 was not approved until August 
9, 1978. 


Three members of the Commission were paid at the rate of $110 per day 
while engaged in the business of the Commission. The other Commissioner is a 
member of the Ontario Energy Board and charges for his services were allocated 
according to the time spent on Commission business. In this connection, it is noted 
that charges totalling $8,500 for the 1975-76 fiscal year were absorbed by the 
Ontario Energy Board and have not been included in the preceding summary, 


Statements of days spent on Commission business, as submitted by the Commis-_ 


sion members, were not approved by the Chairman. 


Total payments to each of the two members currently in receipt of per dienim 


fees were $94,270 and $19,470 respectively. The first amount represents 857 
days spent on Commission business during the three year period ended July 
31, 1978. The “working days” reports submitted by the member included fifty- 
one Saturdays, eighty Sundays and five statutory holidays. In addition, this 
member received per diem payments of $95 from the Ministry of Culture and 


Recreation for attendance at meetings of the Advisory Council for Franco-— 


Ontarian Affairs. On thirteen occasions, the meetings were held on dates which 
coincided with those listed in the “working days” reports for Commission 
business. 


Remuneration: Staff and Others 


The staff of the Commission at July 31, 1978, not including the Executive 
Director, consisted of sixteen employees appointed to the unclassified service with 
the principal emphasis being on research-oriented duties. It was noted that au- 
thority to sign the contractual forms for appointment to the unclassified service 
in accordance with section 8 of The Public Service Act had been delegated to 
the administrative officer. We believed that it would have been more appropriate 


for this authority to have been retained by the Chairman or the Executive 
Director. 


Consultant services were mainly related to research activities and involved 


ninety-eight firms and principals including eighteen from other countries. In addi- 
tion to the fees of $373,072, travel and other expenses totalling $52,603 were 
reimbursed. The travel expenses were incurred partly in connection with the at- 
tendance of consultants at hearings and workshops held by the Commission. 
Fees for the principals from other countries totalled $14,774, while the travel 
expenses included $4,052 for three who came from Europe and $2,374 for nine 
who attended from the United States. 


The legal costs include $109,257 for fees paid to private sector counsel. In 
this connection, the Ontario Manual of Administration (section 50-8) in reference 
to commissions, requires that billings from private sector legal counsel in excess 
of $1,000 be submitted to the Ministry of the Attorney General for review and 
approval before payment. Although the engagement of the private sector counsel 
and the hourly rates were agreed to by the Ministry of the Attorney General, 
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the billings, which were all in excess of $1,000, did not bear the required ap- 
proval when processed for payment. 


The Executive Director was engaged through a series of annual contracts 
providing for payments to a firm with which he is associated. The terms of the 
contracts established a maximum payment per annum at a specified hourly rate 
as follows: 

Hourly Actual 








Period Maximum Rate Payments 
$ $ $ 
ert ero siiG SU.) L976 a. Peli c recente veniaeune 48,000 30 48,000 
en Omnia 04 OT Fisted ss acc nnteehs ane cia ees oR 48,000 30 48,330 
oe “ORR Ga et CSTs RR Re ESR eS eee ee rene ene Perini 50,400 35 50,015* 
146,400 146,345 














* Billing for June 1978 had not been processed as at July 31, 1978. The current contract 
commencing July 1, 1978 provides for a maximum payment of $52,500 per annum at $35 
per hour. 

Transportation and Communication 

The travel, accommodation and food expenses of the Commission as recorded 
in the accounts to July 31, 1978 are summarized as follows: 





$ 
TREE TROLL PATER POON eee cei eos dots cbc rs ses senses sate cts tea nuatucrsshe te MsommeaN er eagne conn Pade sh 73,592 
CERT at Alene ne eer ty Be eer el eee. CALE. OUP I. eke Mie ial RAR adenomas 53,895 
MM ars AC MN ence coc ihe ceca Sages Mone sic ha Don bask cdpiverea ness y Aiveanndp Monallaranimanliracoikaurzenmie ave 26,996 
Receptions, Seminars and Conferences .............c citi cceeneeeeeeenets neteeneneteennnenaes 27,835 
Me DAVE] EXPOMSC Seceeoos ccc vcceesmscsnantnwnyessbnwtneakcenndanntonbagaporsanegerangenatennern trys rmash ab nuipgs 62,632 

244,950 








Expenses for Commission members totalled $81,652. As a result of our 
review, the following comments were made regarding the expenses incurred by 
one member: 

1. The expenses for the member amounted to $50,082 or 61 per cent of 

the total. As analysed, the expenses were for: 


$ 
DT ECSIVVEMEL SAAT UCT sas ccs Saal Kc oii pine tng scihtonca ip Veena aainsck nga ce Canes one 18,227 
Meals, including hospitality and room 7S ig lo mbteteehe a Retee terct ee Gaitln S) and Reel 14,571 
Pip Ptall fant MORAVEC dele hip es acct te itn raat aos SOE erat Abs eae oF 14,799 
ioe ROS tk POR A eR Ko ts 2,485 
50,082 








Hotel accommodation in Toronto ($16,852) and travel to and from 
the member’s residence in Ottawa ($10,084) accounted for 54 per cent 
of the expense. The hotel accommodation was mainly on a flat rate 
basis, the current charge being $600 per month. 


2. Claims and hotel bills did not include the name and employer of all 
recipients of hospitality and the justification for having provided it. 

3. It was noted that, in a number of instances, the member’s meal costs, 
other than those designated as hospitality, exceeded $25 per day. 

4. The “other costs” included $1,142 charged to a general purpose credit 
card issued in the Commission’s name and processed for payment without 
explanation or breakdown. 
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The expenses for Commission staff included $9,282 billed by the firm with 
which the Executive Director is associated. The contracts with the firm provided 
that “when expense incurred, original receipts, whenever possible, with notation 
as to the purpose for which incurred to be attached to the statement”. Meal costs 
reported on the monthly billings totalled $5,685 and, based on the individual 
amounts, it Is presumed that many of the charges involved hospitality. Explana- 
tions for the meal costs were not attached and the billings did not list the name 
and employer of recipients of hospitality and the justification for having pro- 
vided it. 


Significant meal costs appearing on hotel and other bills which were allo- 
cated to the travel accounts of other members and staff also were not always 
explained when the bills were presented for payment. 


Public Information and Participation 


The Commission held a series of preliminary public meetings at locations 
throughout Ontario followed by public information and debate stage hearings 
held mainly in Toronto. Additional steps taken by the Commission to ensure 


that the public was aware of its mandate, and was given the Opportunity to par-- 


ticipate in the inquiry, included various public relations activities and the pro- 
vision of funding to public interest groups and individuals. 


On March 13, 1975 the Provincial Secretary for Resources Development, in 
announcing the decision to establish the Commission, stated that funds would be 
allocated to the Commission for distribution at its discretion to potential partici- 
pants at the hearings. Accordingly, the Commission developed procedures for 
public funding and invited applications from individuals, organizations and interest 
groups. During the 1976-77 fiscal year funds were given to 15 individuals and 
groups to assist them in the preparation and presentation of research material. 
In the following year, when a decision was made to hold the debate stage hearings 
in Toronto, the funding guidelines were revised to include expenses for the actual 
presentation of submissions to the Commission. Payments were made to 23 in- 
dividuals and groups for research and other purposes while 53 additional pay- 
ments totalling $7,710 were made in conjunction with attendance at the hearings. 
The total of the payments in both years was $311,080 of which 76 per cent went 
to seven groups. Research-oriented awards ranged from $150 to $38,000 and 
general funding included $67,500 to a research coordinating organization. 


As part of our audit, the accounting records of two public interest organiza- 
tions which had received substantial funding were examined. 


The first was an organization, referred to previously, whose primary function 
was to represent the views of the general public as well as those of public interest 
groups before the Commission. The organization received $67,500 in general 
funding and $4,500 to Support the publication of a newsletter. The Commission 
also arranged for office space and furniture to be provided from government 
resources until the operations of the organization ceased in December 1977. Upon 
settlement of the outstanding accounts, $4,915 was returned to the Commission 
in August 1978 and deposited as revenue. Our examination of the accounting 
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records did not reveal any disbursements inconsistent with the purposes for which 
the funds were provided. However, when the office premises were vacated, some 
of the furniture apparently was left in the building and the disposition of these 
items, a conference table and twenty chairs, was not documented. 


The second organization, an established public interest group associated 
with a foundation, received $38,000 from the Commission for research and other 
expenses involved with presentations at the hearings. Examination of the account- 
ing records indicated generally that the funds had been used for the purposes for 
which they had been provided. However, the audit trail would have been improved 
if the receipts and disbursements relative to the funds had been segregated in the 
accounting records. 


Our recommendations with respect to public funding were: 


1. Funded participants should be required to submit periodic statements 
setting out the details of the disposition of the funds. The statements 
should be compared to the approved budget and any significant varia- 
tions investigated. 


2. The Commission should inform recipients that accounting records are 
to be available for verification that the funds have been used for the 
intended purposes. 


Office and Administrative 


| A significant proportion of the expense for printing and duplicating was 
incurred through arrangements with private sector firms on a direct order basis: 


$ 
ee i ae nk it wih avadiaer eceeg dds WIN eeay. Sobran 82,762 
EN MT oe a ca ch eesti nape prov dbs olga apelcot vagina ohiaeipadb ante ae 24,796 
meee eryices,: Ministry Of Government Services (..2.....u.cFo is a ricer 12,264 
Funding eRe RL Cormeene ON Pine Wh cel 56 onic centr Ned ik os Re. ee Se eed Oh aaaen 6,433 
| 126,255 








The orders placed with private sector firms were mainly for the production 
of issue papers, research reports and other informative publications. Much of this 
work was of a duplicating and collating nature and the exclusive use of outside 
firms on a direct order basis would seem to be at variance with the policy 
expressed by the Ontario Manual of Administration, section 45.7, which reads 


in part: 


“The Government Duplicating Service is to be the only large duplicating 
facility serving Ministries operating in the Queen’s Park area.” 


}| 


Leasehold improvements upon occupancy were negotiated through the 
Ministry of Government Services at a cost of $23,975. However, on two subse- 
quent occasions, alterations to the premises costing $3,181 and $4,125 respec- 
tively, were made apparently without reference to the Ministry of Government 
Services and without formal tender procedures. Since the Ministry of Govern- 
ment Services was party to the lease, it would seem that any substantial altera- 


tions should have been negotiated by the Ministry. 
| 
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Expenditure for data processing services included $21,850 as the Commis- 
sion’s share of a data storage and retrieval services project undertaken jointly 
with the Ministry of Government Services. One of the goals of the project was to, 
develop a system whereby the reporting of hearings and other proceedings could 
be inputted directly to a computer storage facility. For technical and other reasons, 
this aspect of the project was not successful. 


The foregoing comments were included in a memorandum dated Séptemba 
28, 1978. The Policy Secretariat has not had an opportunity to respond and we 
are, therefore, unable to present its views on the subject matter. | 
70. Ontario Home Buyers’ Grants, Ministry of Revenue. The Ontario Honfll 
Buyers Grant Act, 1975 which came into force on April 8, 1975, together with 
the Ontario Regulations made thereunder, provides for the payment of grants to 
first-time home buyers. The maximum grant of $1,500 is payable in three instal- 
ments, each on the application of the home buyer; $1,000 upon approval of the 
original application following occupancy of the housing unit and $250 on each of 
the first and second anniversary of the date of approval. An application for a 
grant must be accompanied by copies of the agreement of purchase and where 
applicable, the registered deed to the property. However, other critical information) 
required on the application, such as whether it is a first-time home to be used 
as a principal residence and the date residency commenced, usually cannot be 
supported by independent documentation; therefore, reliance is placed to a great 
extent on the integrity of the applicant in submitting correct information. 


| 


Funds for the payment of these grants were appropriated by the Legislature 
under the Home Buyers’ Grant Program of the Ministry of Housing. During the 
period from inception of the program to March 31, 1978 a total of $126,763 08), 
in grants were paid to approximately 86,300 applicants. 


The administration of this grant system was carried out by the Ministry of 
Revenue with the total grant expenditure being transferred by journal entry to 
the Ministry of Housing. Applications were reviewed by the Operations Section 
of the Guaranteed Income and Tax Credit Branch and the applicants were con-| 
tacted if the information on the applications was incomplete or unclear. Doubtful. 
cases were referred to the Benefits Control Section of the Branch for pre-audit 
and, if necessary, field investigation. : 


4 


The Standing Public Accounts Committee, in its report of December 1976, 
recommended that the Ministry of Revenue undertake a complete audit of all 
first-time Home Buyers’ Grants and recover all payments made either in error or 
illegally. A report prepared by the Benefits Control Section on audits and re- 
coveries to March 29, 1978 stated that field audits had been completed on 37,147. 
grant payments out of a total of approximately 86,300. As a result of the files, 
rejected during these audits, accounts totalling $3,679,500 were referred to the 
Operations Section for collection. It was also reported by the Ministry that the, 
rejection rates had been 13.1 per cent on the earliest audits (high risk cases) and. 
1.6 per cent on the latest audits (low risk cases). The cases remaining to be’ 
audited are considered in the low risk category and it is, therefore, expected that. 
future rejection rates will be well below the average experienced to date. | 


' 





COMMENTS ON REVENUE AND EXPENDITURE TRANSACTIONS Jf, 


The report of the Benefits Control Section also disclosed that recoveries to 
~ March 29, 1978 totalled $1,743,907, leaving a balance of $1,935,593 receivable 
from approximately 2,000 applicants at that date. Our examination of the accounts 
receivable records indicated that, for various reasons, no payments had been 
received during the period January 1, 1977 to January 31, 1978 on 240 accounts 

totalling $257,759. However, security for repayment was being enforced by the 
| issuance of writs against the properties of many of the applicants concerned. 
On September 5, 1978 the Deputy Minister commented as follows: 
“In order to maximize the effectiveness of the audit program for Ontario 
Home Buyers Grants, both a field audit and a desk audit routine were 
utilized. 3,200 files were examined on a desk audit basis at various 
stages of the program and subsequently a total of 38,409 field audits 
were conducted between the commencement of the program and March 
31, 1978. Various criteria were used in both the field and desk portions 
of the audit program. The objective was to audit those files where we 
perceived the maximum possibility of error. The earliest audits yielded 
a 13.1% rejection rate. The rate steadily dwindled until it fell to 1.6% 
in the audits being performed at the end of the fiscal year. We are con- 
fident that the audit program revealed all of the flagrant abuses and in 
fact the remaining audits would not be expected to yield a rejection rate 
in excess of 1.6%. Based on this rate, the cost of identifying and col- 
lecting any overpaid grants in the files not subjected to post audit would 
be far in excess of any returns to the Crown.” 


71. Apparent Under Utilization of Motor Vehicles, Ontario Police Commission, 
Ministry of the Solicitor General. As at September 30, 1977 the Ontario Police 
Commission operated fifteen government-owned vehicles. The Chairman of the 
Commission has stated that these vehicles are required by the staff for extensive 
_ travel throughout the Province. 


Expense accounts submitted by Commission staff for the six-month period 
ending September 30, 1977 included parking costs in Toronto totalling $859. This 
charge related mainly to the parking costs for ten of the Commission’s vehicles. If 
‘it can be assumed that a parking charge of $1.50 per day denotes no use for 
government purposes during that day, then the average idle time is calculated to 
be 57 days or 46 per cent per vehicle over the six-month period. We recommended 

that this matter be reviewed to determine if the number of vehicles in service could 
' be reduced. 


| Mileage figures supplied by the Ontario Police Commission showed that one 
of these vehicles, assigned to an advisor to the Commission, travelled approxi- 
_mately 18,000 miles during the seven months ended October 31, 1977. According 
to the advisor’s travel accounts for the period, only 700 miles were driven on 
government business. The use of this vehicle was reported on by the Internal Audit 
Branch in a memorandum dated May 3, 1977, which also indicated little use 
on government business. We recommended that the need for this vehicle be re- 
viewed. 
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On June 20, 1978 the Ministry commented as follows: 


“The recommendation regarding the number of vehicles in the Ontario 
Police Commission has been reviewed and action taken. The fleet of 
fifteen vehicles has now been reduced to thirteen. Also, the comment re- 
garding need for the vehicle assigned to one of the Commission Advisors 
is now under review. The Commission will continually monitor vehicle 
usage.” 


72. Authority for Certain Costs Questioned, Ontario Police Commission, Ministry — 


of the Solicitor General. The Director of the Ontario Police College has been 
granted the authority by Orders in Council 1113/74 and 81/76 to engage police 





officers as instructors, subject to certain conditions. These police officers, from — 


various municipal police forces, are to be paid their regular salaries and the munici- 
palities are to be reimbursed by the Ministry for the amount of the salaries and 
other benefits. In addition, a supplementary fee of $200 per month and certain 


expenses are to be paid to these police officers during the period of their — 


assignment. 


The contracts and expenses of two officers from regional municipal police 
forces, hired for the period November 29, 1976 to December 31, 1977, were re- 
viewed. It was noted that the contracts referred to Order in Council 1113/7439 
although at that time it had been revoked and replaced by Order in Council 
81/76 with slightly different provisions. The expense claims submitted by these 
officers were almost entirely for accommodation and mileage charges in connec- 
tion with their duties at the Ontario Police Commission offices in Toronto. It was 


not evident that they served as instructors at the Ontario Police College. The 
salaries and costs of maintaining these officers in Toronto together with supple- — 


mentary fees of $200 per month, and travelling expenses relating to an instruc- 
tional course in the United Kingdom amounted to $62,863. These costs do not 
appear to qualify for payment under the terms of Order in Council 81/76. 


Included in the above amount was $400 in supplementary fees paid to one 


of the officers for the months of July and August 1977 although it was understood if 


that he was not in attendance between July 9 and September 4, 1977. We sug- | 


gested that this payment be reviewed, and recovery action taken if warranted. 


The Ministry wrote to us on June 20, 1978 to advise that: 


“The comments made on the secondment of the two regional police 
officers for the development of Ontario Police College Training Courses 
is noted and will be considered in the future if the matter should arise.” 


73. Improved Payment Procedures Recommended, Ministry of the Solicitor Gen- 


eral. We noted that payments had been authorized by the Financial Services 


Branch to three suppliers without proper evidence from the Quartermaster Stores 
Branch that the goods had been received. Such a payment to one supplier 


amounted to $73,295 and was made on December 8, 1977 and the total of such 


payments to another supplier reached $128,299 on October 5, 1977. Since sup- 
pliers should not be paid without proof of receipt of goods or services, we recom- 
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mended that receiving procedures be strengthened so that receiving documents 
are promptly available for invoice processing. 


An agreement was signed with a film producer on March 10, 1977 for the 
production of a film on Indian Policing, Payment in full, amounting to $47,000 
was made on March 22, 1977 in accordance with the terms of this contract. The 
filming was to be done during the spring and summer of 1977 with completion ex- 
pected in September 1977. We commented that, in our opinion, it was not good 
practice to make full payment before goods have been received. In addition, we 
felt that this payment was improperly made from the Ministry’s 1976-77 expendi- 
ture appropriations since the goods were not received until the following fiscal 
year. 


The Ministry subsequently advised that: 


“The amounts of $73,295 and $128,299 comprise interim payments 
made to two suppliers; 


“Such payments were initiated in response to vigorous demands by the 

firms concerned to effect payment for goods delivered to Quartermaster 
| Stores pending receipt of proper receiving documents from that Branch 
which were delayed as a result of internal staff problems at that time. 
| It should be noted that such payments were based solely on the quanti- 
ties acknowledged as received by the Stores pending formal validation of 
the invoices. All such payments are now fully validated by the proper 
receiving documents and the deficiencies at Quartermaster Stores appear 
to have been corrected. 


“It is felt that our suppliers should not be subjected to undue hardship 
because of internal Ministry problems. 


‘It is agreed that some holdback should have been negotiated. To pre- 

| vent this happening again, Ministry policy now requires any such agree- 
ments, contracts, etc. to be reviewed by staff of the Financial Services 
Branch and the Legal Services Branch prior to signature. 


“The payment was made, however, in accordance with the terms of the 
contract and cannot be construed as improper.” 


74. Recommendation Re Ontario Police College Library Fund, Ministry of the 
Solicitor General. In December 1974, the Richard Ivey Foundation advised the 
‘Ontario Police Commission that a $100,000 grant had been authorized for the 
acquisition of books and journals for the library of the new Ontario Police College 
at Aylmer. It was agreed that the fund would be administered by the Ontario 
Police Commission and designated as the Ontario Police College Library Trust. 
The first instalment of the grant, in the amount of $50,000, was received on 
June 12, 1975 and the remainder of the award, in a similar amount, was re- 
ved on January 6, 1976. The residual balance of this grant amounted to 
}$84,746 at September 30, 1977 and consisted of two term deposits totalling 


| $84,000 and funds of $746 held in a current bank account. 
| 


| 
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The prior audit memorandum, as covered in section 121 of our 1975-76 | 
Report to the Legislative Assembly, indicated that this fund should be transferred 
to the Consolidated Revenue Fund and designated as a special trust account. This ' 
audit observation was subsequently supported by an opinion set out by the Legal | 
Branch of the Ministry which stated, in part, that: | 


¢ 


‘... such a transfer is necessary in order to conform with the provisions 
of section 11 of The Financial Administration Act.” 


It was noted that no action had yet been taken to transfer the Ontario Police. 
College Library Trust to the Consolidated Revenue Fund. 


The Ministry replied as follows: 
“This matter has been discussed with the Ontario Police Commission. 


“The Transfer of the Ontario Police College Library Fund to the Con- 
solidated Revenue Fund is now under active consideration and the Com- { 
mission is discussing the proposed transfer with the Richard Ivey 

Foundation. The Commission has also voiced concern over the control 

of the fund. The Commission has been assured that the transfer of the | 
fund to the Consolidated Revenue Fund will in no way jeopardize the | 
Commission’s control of the fund. The trust fund will be separately iden- | 
tified, earn interest at a reasonable rate and all expenditures from the 
fund will be subjected to formal Ministry accounting and purchase | 
controls.” co 


75. Sales of Surplus Properties, Ministry of Transportation and Communications. | 
During the course of an audit of Ministry revenue, the following observations were | | 
made from a review of property files: i, 


appraised at $1,252,130 but sold in October 1977 for $1,104,151 tom | 
development company which owned the adjacent property. As far as can | 
be determined, the reason for selling the land at the reduced value was. 
due to restricted access to the property available only to the adjacent 
property owner. It was not clear whether this was a valid enough reason 
for the property being sold for $147,979 less than its appraised value. 


f 

fas | 

= A property. consisting of approximately eleven acres of vacant land, was | 
| 

t 


— On March 10, 1976 a parcel of vacant land was sold by public auction for 
$300,100. The land was appraised using an acreage rate to set the sale 
price. An error in the acreage sold was discovered during the preparation © 
of a subsequent plan. As a result, it was found that the sale price had 
been understated by approximately $87,000. The purchaser was ap- 
proached but declined to pay this additional sum. The Ministry’s legal 
position confirmed that there was no basis for demanding an amount © 
beyond the agreed sale price. The Ministry had always considered its — 
plan preparation and checking procedures to be of a high standard. How- 
ever, because of the significance of the above-noted error, an independent 
check was implemented to reduce the chances of any recurrence. 
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— In late 1975 and early 1976 the Ministry acquired two properties at a 
total cost of $120,125. The properties were declared surplus to the re- 
quirements of the Ministry. Another Ontario Government ministry ex- 
pressed an interest in occupying the properties. However, it was not until 
March 1977 that the latter ministry advised that it did not require the 
subject properties. During the intervening period, as the properties re- 
mained unoccupied, very considerable damage was done by vandals. It 
was, therefore, determined to sell both properties. Consequently, in 
September 1977 the properties were sold at a public auction for $54,500. 


We felt that concerted efforts should have been made to obtain a firm 
commitment, at an early date, from the ministry which had expressed an 
interest in renting the properties. Action could then have been taken to 
rent the properties to other parties immediately after being notified 
that the ministry was not interested. Immediate occupancy would have 
discouraged vandalism and minimized deterioration of the properties 
through disuse. 


— A property, consisting of approximately sixteen acres of vacant land, was 
sold in August 1977 for $106,000, based on appraisals made in October 
1975. There was no evidence that an updated appraisal was obtained at 
the time of sale. 


A review of reports issued by the Ministry’s internal auditors revealed com- 
ments regarding delays in disposing of surplus properties. During a visit to the 
Eastern Region, the internal auditors noted that the Ministry had made consider- 
able investment in property for a new highway in the Ottawa area and suggested 
that disposal of known surplus properties be considered, since construction of 
the highway had been postponed indefinitely. Their report on the South Western 
Region mentioned that there was no clear documentation on property files to 


establish whether properties were surplus or required for future use. 


| The foregoing comments were included in a memorandum dated September 
29, 1978, the date of this Report. The Ministry has not had an opportunity to 
respond and we are, therefore, unable to present its views on the matters raised. 


76. Deficiencies in Internal Control Relating to Accounts Receivable, Ministry of 
‘Transportation and Communications. A review of accounts receivable at Feb- 
tuary 28, 1978, totalling $5,522,286, indicated certain deficiencies in the Ministry’s 
“system of internal control. The following observations were made in respect of 
| these deficiencies: 


— In a report submitted on February 8, 1977, the Ministry’s internal audi- 
tors commented that no aging of accounts receivable had been performed 
for several years. There was no evidence of efforts having been made 


| during the current audit to rectify this deficiency. 


— It was noted that one hundred and twenty-seven accounts, aggregating 
| approximately $2,900,000, had been outstanding over ninety days. Of 
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these accounts, fifty-eight balances, totalling approximately $533,000, had 


been outstanding since our previous review at June 30, 1976. 


In one instance, an agreement was made with a development company in | 
1973 setting out the estimated cost of the work as $50,000. Clause 10 
of the agreement stated that $50,000 was an estimate only, and that — 


payment would be made on the basis of the actual cost incurred. A final 
cost was established at $131,933, including Ministry overhead and sur- 


charges. This was invoiced to the company on March 5, 1976, and at the. 


date of our review only $50,000 of it had been paid. In view of the 
terms of the agreement we recommended that efforts be made to collect 
the balance of $81,933. 


af 








Comment was made in section 122 of our 1975-76 Report regarding | 


another account for $53,789, outstanding since December 1972. This | 


account was included in a list of balances recommended for write-off in 


September 1976. A review by internal auditors, however, indicated that 
a clear and definite reason for non-recovery had not been established and 


suggested that further action on this claim be undertaken. 


— In their report of February 8, 1977, the internal auditors also pointed : 


out that the Central Collection Services, an agency of the Ministry of 


Government Services, was not being fully utilized by the Ministry. A visit — 
to the agency during the current audit, and discussions with its Officials, | 


confirmed that the situation had not improved. 


The preceding comments were transmitted to the Ministry on September 29, | 
1978, the date of this Report. Since the Ministry has not had an opportunity to 


respond, we are unable to present its views on the subject matter. 


77. Improved Cost Controls Recommended Re Consulting Contracts, Ministry of 
Transportation and Communications. The agreements with five technical consul- 
tants and the related billings for work performed for the Ministry were reviewed. 


The consultants were hired on a cost plus basis and the amounts paid to them | 
totalled $2,582,205 in the 1976-77 fiscal year and $862,269 in the period April 
1 to September 30, 1977. We noted that two of the five consultants revised em- | 
ployee salaries once per year, two revised employee salaries twice per year and | 
one revised employee salaries monthly. We were of the opinion that better cost | 
control could be achieved by the Ministry, in future agreements, by fixing the — 
salary rates charged by the consultants in the initial period of each agreement and © 


imposing limits on rate increases for subsequent periods. 


The following comments were received from the Ministry on May 17, 1978: 
“The Ministry does not feel that it should attempt to freeze the salary of 
consultant’s staff for the duration of any one assignment, particularly 
when that assignment could be ongoing for several years depending on 
its complexity. It would also be unfair to the consultant, due to the 
present rates of inflation. The Ministry does keep a watching brief on the 
salary rates charged by consultants and if any one consultant becomes 
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out of line with Ministry staff salaries or other consultants, it is brought 
to the attention of the consultant and, if deemed advisable to do so, the 
Ministry ceases to assign further work to that firm.” 


78. Observations and Recommendations Re the Ontario Youth Employment 
Program, 1977, Ministry of Treasury, Economics and Intergovernmental Affairs. 
As at February 28, 1978 approximately $9,440,000 had been expended under 
the Ontario Youth Employment Program, 1977. During the year, we completed an 
audit of the expenditure related to this program, and the following comments were 
included in a memorandum sent to the Ministry on May 15, 1978. Relevant por- 
tions of the Ministry’s reply, which was dated June 23, 1978, are included after 
the recommendations to which they pertain. 


Introduction and Objectives of the Program 


The Ontario Youth Employment Program was established by The Ontario 


Youth Employment Act, 1977, which came into force on April 19, 1977. The 
objectives of the program were to encourage the farming and business communi- 


ties in Ontario to achieve increased employment of youth by creating new summer 
job opportunities and to provide young people with work experience and skills 


that better equip them for full-time participation in the labour market. 


~ Administrative Guidelines 


d 


The administrative guidelines for the 1977 program were contained in 


Ontario Regulation 514/77, and included the following: 


1. The program would commence on May 30, 1977 and terminate September 
LGRLO77: 


2. The approval process for applications from eligible employers may take 
into consideration: 

(a) whether the employee would be provided with work experience or 
skills to better equip him for full-time participation in the labour 
market, 

(b) the length of employment offered with a view to maximizing the 

opportunity for the employee to acquire work experience or skills, 


(c) the equitable distribution of funds in all areas of Ontario and be- 
tween farms and other businesses in each area, and 


VS_ 


(d) the availability of funds. 


VJ 


3. The program would select young people: 
(a) who were resident and eligible to work in Ontario, 
(b) between the ages of 15 and 24, inclusive, as at the commencement 
of the program, and 
(c) who were not related to the employer within the meaning of the 
Act. 


Nee 
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4, The employer should receive a grant amounting to $1 an hour for each 
hour that an eligible employee has worked and been paid by the employer 
during the period of eligibility, but the grant should not exceed $40 per 
week for each employee nor be paid in respect of more than six em- 
ployees at each work site. 


5. Applications, personnel data, and claims were to be submitted in the forms 
provided by the Ministry. The deadline for the receipt of claims was 
December 31, 1977. 


Transfer Payments 


According to statistics provided by the Ministry, more than 23,000 applica- 
tions were received from employers of which 19,687 were approved. The ap- 
proved applications represented nearly 35,500 positions. Approximately 15,700 
employers actually participated in the program and over 26,500 positions were 
filled. 


As part of our audit examination we reviewed 475 employer files representing 
grants totalling $350,597. While this type of examination cannot be considered 
conclusive in several aspects without inspection of the employers’ records, we 
presented our observations in the belief that they indicated weaknesses in the 
design and administration of the program. 


1. There were 30 overpayments totalling $3,729 in the sample. Of these, 
five totalling $742 had already been reported by the Ministry’s inspection 
audit staff. While some overpayments resulted from arithmetical errors, 
others were adjudged to be incorrect only after consideration of the 
employment data recorded on the claim forms. 


2. Our examination of the files also revealed 15 cases totalling $3,718 which 
apparently were underpayments. 


Ministry reply: 
“It should be pointed out that these underpayments were 
brought to light as a result of Ministry field audits. It was not 
possible for the administrative staff to know of these underpay- 
ments at the time of the claims processing.” 


3. Eligible employers, as defined in section 1(b) of the Act, do not include 
municipalities or persons who have not been actively engaged in busi- 
ness or farming in Ontario for at least one year prior to commencement 
of the program. In addition to the overpayments referred to in (1) above, 
a grant of $828 was paid to a municipality and grants of $726 and $320 
paid to employers who had indicated that they had been in business for 
less than a year. 


Ministry reply: 
“The application received from the municipality was approved 


in error and it was felt that the claim had to be honoured. 
“With respect to the ‘business for less than a year’ criterion, 
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although the administrative requirements were relaxed some- 
what, the procedure was to clarify the matter with the employer 
and prepare a note to file. This record to file apparently was not 
done in these two instances. 

“The Ministry has taken steps in respect of the 1978 program to 
eliminate these areas of concern.” 


4. Section 4 of the Act specifies that employment created under the program 


should be in addition to that normally provided by an employer. From 
the information provided on the application forms, we noted 19 instances 
where available information suggested that the jobs would have existed 
without program funding and thereby would not qualify under the terms 
of the legislation. Although the employers’ files did not so indicate, we 
were informed by Ministry officials that all applications of this nature 
had been carefully reviewed prior to approval. 


Ministry reply: 


“This question on the application form referred to by the auditor 
engendered a great deal of confusion in the minds of applicants 
and many answered it incorrectly. Standard procedure was to 
clarify the matter with the employer and prepare a note to file. 
Notes to file were apparently not prepared in these cases. 

“Under the 1978 program, this question has been eliminated and 
a statement has been incorporated into the declaration.” 


Pursuant to section 3.1 of Ontario Regulation 514/77, members of cer- 
tain professions are not eligible to apply for the grant in respect of 
students engaged in training for the professions. Twelve instances were 
observed where grants totalling $9,264 had been paid to members of the 
professions who had hired students. Although the employers’ files did 
not so indicate, we were informed by Ministry officials that the applica- 
tions had been approved only when it had been established that the 
students were not fulfilling the articling or other training requirements 
for admission to their respective professions but were employed in some 
other capacity. 


Section 8(3) of Ontario Regulation 514/77 stipulates that a claim for 
a grant must have been received by the Minister by December 31, 1977. 
Grants totalling $3,413 were paid to three employers although the claims 
apparently had been received by the Ministry after December 31. In 
addition, a number of claims processed for payment after December 31 
did not bear the Ministry date of receipt. 


Ministry reply: 
“The nature of the program and the fact that it was newly intro- 
duced led to the decision that compliance with the deadline date 
be flexible. It was determined that, where some contact occurred 
before that date and where it appeared that the branch was 
partiy responsible for the late filing, the claims be processed. 
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Although a deadline extension was considered, it was deter- 
mined that there was no real need for it.” 


A list of the files referred to in the preceding paragraphs was given to 
the Ministry. 


Forms Provided by the Ministry 


Ontario Regulation 514/77 named the forms which were to be submitted by 
employers. These were the application, a personal data form for each employee, 
and the claim for payment of the grant. 


In our opinion, the application and claim forms, as designed, did not pre- 
sent the information required for the administration of the program in a clear 
and accurate fashion. Employers were required to indicate on the application form 
whether or not they usually hired full-time summer help. However, they were 
not required to state the number usually hired or to specifically declare that the 
employees hired under the program would be additional to normal full-time and 
summer help. Thus we found it difficult to establish that the employment proposed 
was, in fact, eligible. From the information presented on the claim forms, it was 
often difficult to determine the actual number of hours worked by the employees. 


Ministry reply: 


“The deficiencies in the forms for 1977 were recognized and the 1978 
forms have been changed substantially in order to eliminate these defi- 
ciencies.”’ 


Upon approval of an application, the Ministry requested that the employer 
have each youth complete the employee personal data form and return two copies 
of the form to the Ministry immediately. However, many of the employers did 
not return the personal data forms until such time as the claim forms were sub- 
mitted. As a result, some claims had to be rejected because employees were not 
eligible for age or other reasons. As indicated previously, the regulation specified 
that the young persons should be at least 15 years of age at the commencement 
of the program (May 30, 1977). In seventeen cases, where the young person 
was not 15 years old on May 30 but was 15 at the time of hiring, the Minister 
ruled that they should be considered eligible. 


Ministry reply: 


“The personal data form has been eliminated for the 1978 program. 
Youth information this year has been incorporated into the claim form. 
The program criteria relating to eligible employees have this year been 
clearly outlined in the application. 

“The Minister’s ruling concerning the age criterion resulted from the 
confusion in the minds of some employers regarding the eligibility date 


and the fact that certain employers were misinformed by some Canada 
Manpower Offices.” 


Inspection Audits 


Section 6 of the Act permits the inspection of employers’ records by Ministry 
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personnel to ensure that the provisions of the Act and the regulations are being 
complied with. 


During the term of the 1977 program, the inspection audit activity was re- 
stricted mainly to cases earmarked for investigation during the administrative 
process. However, commencing October 17, 1977 the Ministry assigned an addi- 
tional complement of 13 inspection audit staff to review the Ministry’s files and 
examine employers’ records. Up to March 31, 1978 the files and records for 
approximately 1,800 employers had been examined. Preliminary indications were 
that the findings of this audit activity would reveal a number of overpayments 
and underpayments. However, at the time of our audit, the Ministry was in the 
process of reviewing and assessing the results, and was not prepared to make 
available any statistics or to indicate the extent of further action to be taken. 


General Recommendations 


We understood that this program may be continued in future years and, with 
that possibility in mind, the following comments were submitted for consideration. 


1. The design of the forms provided by the Ministry should be revised with 
a view to ensuring that the terms and conditions of the program are 
clearly indicated to the employer and so that the grant may be accurately 
calculated from the employment detail included on the forms. 


Ministry reply: 


“The forms for the 1978 program have been re-designed to en- 
sure simplicity, clarification of program details, and ease of cal- 
culation.” 


2. We recommended that the administrative procedures involved with the 
processing of the documents leading to the payment of grants be reviewed 
with a view to minimizing the incidence of errors and facilitating the 
flow of files in a controlled fashion. 


Ministry reply: 


“In designing the 1978 program, the administrative procedures 
were reviewed and altered to ensure more information, better 
control and accuracy with speedy turn-around.” 


3. We recommended that surveys and studies to validate the effectiveness 
of the program be continued with particular attention to establishing that: 


(a) the jobs are, in fact, additional to normal regular and summer em- 
ployment, and 


(b) the work experience and skills are of the calibre required to equip 
young people for full-time participation in the labour market. 


Ministry reply: 


“(q) While the results of whatever measure employed to ensure 
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that jobs are additional will not be conclusive, serious con- 
sideration is being given to developing appropriate means 
for determining to what extent this objective is being met. 

“(b) The evaluation of the calibre of the work experience and 
skills acquired by young people in the course of their em- 
ployment under the program can be approached through 
the subjective appraisal of employees’ perceptions of their 
employment experience as was done in the 1977 telephone 
survey. It is our contention that any work experience is de- 
sirable for young people providing it takes place within a 
responsible atmosphere. However, it may be desirable to 
examine whether the jobs being provided are in areas of 
perceived skill shortages.” 


79. Observations Re Grant Payments, Ministry of Treasury, Economics and Inter- 
governmental Affairs. Ontario Regulation 718/75 and 251/76 made under The 
Ontario Unconditional Grants Act, 1975 provide in section 12 that, “The Minister 
may in any year make interim payments to each municipality not exceeding 50 
per cent of the total grants to each municipality under the Act in the preceding 
year’. Interim payments relating to 1975 and 1976 per capita grants for general 
and policing purposes were made in April and May 1975 and in April and June 
1976, respectively. The former payments were charged to the applicable 1975-76 
appropriation while the latter payments were charged to the 1976-77 appropriation. 


Interim payments totalling $69,103,415 towards the 1977 per capita grants 
were made in March 1977 and were also charged to the 1976-77 appropriation. 
This appropriation had been increased by $68,350,000 under the authority of a 
Management Board Order dated March 22, 1977. 


By utilizing the Management Board Order process, the Ministry effectively 
transferred $69,103,415 of expenditure from the 1977-78 fiscal year to the 1976-77 
fiscal year. We questioned the purpose and propriety of this action. 


We also observed that the per capita density grants for 1977, totalling 
$5,529,709, were paid in full on June 13, 1977. The Ontario Unconditional 


Grants Amendment Act, 1977, authorizing these payments did not however, come | 


into force until June 30, 1977, with retroactive application to January 1, 1977. 


Similarly, it was noted that the final payments of certain 1977 grants were 
made prior to the filing date, September 26, 1977, of Ontario Regulation 695/77 
made under The Ontario Unconditional Grants Act, 1975. The Regulation was, 
however, effective retroactively to January 1, 1977. The payments were as follows: 


Nh We $ 
June 3 Special grant to 4 mining municipality’ 2 eee eee 15,762 
september=13." = Resource equalization-erunts <0). 2 ee eee 22,361,450 
september 13, «General support. srantek.aie bee ee ee ee 15,697,367 
september 13) . Northern sOntario,cuppott erantsa. ee ee eee 10,143,765 
september 16° General support grants 0.00 ee 43,286 
September 16 Northern Ontario support grants ......0cccccccccccecccecscecevececeessscecsseseseeen 146,720 


ee 


48,408,350 


ee 
SS 
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We commented that, in our opinion, grants should not be paid prior to the 
filing date of the regulations authorizing such payments. 


The following comments were included in the Ministry’s reply dated March 
BO, 1978: 


“The observation that expenditures were transferred from the 1977-78 
fiscal year to the 1976-77 fiscal year is irrelevant. The payments, calcu- 
lated in accordance with the regulations, were made in March, 1977, 
and as such were legitimate expenditures of the 1976-77 fiscal year. 
The audit observation implies that the payments should not have been 
made until April/May 1977. This implication is incorrect as the timing 
of the interim payments is not related to the government’s fiscal year end 
but to the municipalities’ calendar year.” 


and 


“The Ontario Unconditional Grants Amendment Act, 1977, Section 13, 

states: ‘This Act shall be deemed to have come into force on the Ist day 

of January 1977’. Accordingly, notwithstanding the date the bill received 
Royal assent, any act taken under it was taken as if the legislation was 
| then in force. The payment of the per capita density grants on June 13, 
| 1977, was therefore in order.” 


“Ontario Regulation 695/77 was deemed to have come into force on 
January 1, 1977. Accordingly, notwithstanding its filing date, any act 
taken under the Regulation was taken as if it was then in force. The 
above payments were therefore in order.” 

80. Expenditure of Royal Commissions. Royal Commissions are defined in the 
Ontario Manual of Administration as investigatory bodies appointed by Order 
| in Council under the power of The Public Inquiries Act. During the year ended 

March 31, 1978 expenditure was incurred in respect of 16 Royal Commissions. 
| Expenditure detail, which is reflected in Volume 3 of the 1977-78 Public Accounts 
_ for most of these Commissions, may be summarized as follows: 
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Subject Matter 


Health and Safety of 


Workers in) Mines 30)..2.054.0 
Metropolitane Toronto. 2.7.20 


Toronto Jail and 
Custodial Services 


Electric Power Planning ................ 


Violence in the Communications 
Industry 
Algoma University College 
Acquisition by the Ministry of 
Housing of Certain Lands in 
the Community of North 
Pickering 
Freedom of Information and 


Individual’ Privacy. .iiea.Ji oa 
Alumumamy Wininowt & 5 wie actos 
Ronto Development Company ...... 
SPC: Ge PSASTONS v5 o5,aonqcue tern eas 
Waste Management Inc. ........ ae 
Northern Environment si..70..000: 


Hamilton-Wentworth 


WAteClOG! ReIOn fee capa eee 


Confidentiality of Health 
INGCOPAS: Fine hnee 


81. Expenditure of Select Committees. 





Date 
Established 


10/74 
10/74 


9/74 
LIeATs 


TAS 
10/76 


26/76 


30/77 
6/77 


Pes FT 
SOLE 


1s 77 
13/77 
14/77 
14/77 


2IL Gh 


Status 
at March 
SOAS 


Completed 
Completed 


Completed 
In Process 


Completed 
Completed 


Completed 


In Process 
In Process 
Completed 
In Process 
Completed 
In Process 
In Process 
In Process 


In Process 


Expenditure 
1977-78 


$ 


16 
£359325 


86,032 
1,301,061 


453,545 
66,171 


81,316 


329,241 
263,607 
BERET 9s 
166,287 
145,687 
1,476,356 
Sev EL e 
79,204 


74,127 
5,046,014 


Cumulative 
Expenditure 


to March 
31,1978 


$ 


496,014 
1,079,099 


857,679 
3,192,546 


2,223,326 
235,050 


142,375 


329,241 


263,607 


52,242 


166,287 — 


145,687 
1,476,356 


337,79 


79,204 


74,127 
11,150,637 


Select Committees are appointed by order | 


of the House to consider matters upon which the House desires information 
and assistance. During the year ended March 31, 1978 expenditure was incurred 
in respect of 6 Select Committees. Expenditure detail is reflected in Volume 
3 (Office of the Assembly) of the 1977-78 Public Accounts, and may be sum- | 


marized as follows: 


Subject Matter 


The Corporations Act of the 
Province of Ontario and 
related Acts and Regulations .. 

Report of the Ombudsman 


Highway Transportation of 
GOES ert. ee ee eee eee 


ighway “Safety 6.60.4 20. 
Inco and Falconbridge Layoffs .. 
Ontario Hydro Affairs 


Date 
Ordered 


June 
Oct 


May 
May 
Nov 
Nov 


2276 
29775: 


Psa y sali) 
25/76 
LOA 7a 
24/77 


Status 
at March 
31,1978 


In process 
In process 


Completed 
Completed 
Completed 
In process 


Expenditure 
1977-78 


$ 


S71.875 
98,325 


39187 
85,388 
118,164 
83,047 


795,936 











Cumulative 
Expenditure 


to March 
31, 1978 


$ 


1,580,031 
161,716 


275,866 
356,706 
118,164 

83,047 


255 (oom 


! 
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In connection with expenditures of the first Select Committee cited above, 
it should be noted that on July 12, 1977 it was ordered that a Select Committee 
of the Legislature be appointed to continue the enquiry and review of the law 
affecting the Corporations in the Province as reported on by the Select Committee 
of the House appointed on June 22, 1965 and re-appointed on July 8, 1966, 
July 23, 1968, December 17, 1971 and May 25, 1976 and to, in particular, 
inquire into and review the law relating to the business of insurance companies 
in the Province. Expenditure related thereto is included in the foregoing $371,875. 


82. Write Off of Uncollectable Accounts. Section 14 of The Financial Adminis- 
tration Act reads as follows: 


“14.—(1) Where a person has an obligation or debt due to the Crown or the 
Crown has a claim against a person, the Treasurer may, subject to any 
other Act affecting such obligation, debt or claim, negotiate and accept a 
settlement in payment and satisfaction of such obligation, debt or claim, or 
may determine that any such obligation, debt or claim is uncollectable. 


(2) The Lieutenant Governor in Council, on the recommendation 
of the Treasurer, may, if he considers it in the public interest, delete from 
the accounts any loss incurred in any settlement or determination made 
under subsection 1.... 


(3) The losses deleted from the accounts during any fiscal year shall 
be reported in the Public Accounts for that year... .” 


During the 1977-78 fiscal year 24 Orders in Council were passed authorizing 
the deletion of losses from the accounts. Deleted losses totalled $23,502,201 and 
are summarized by Ministry on page 77 of Volume 1 of the Public Accounts. The 
following additional comment is provided for some of the larger write-offs. 


The Ministry of Health wrote off a total of $14,317,637 in respect of charges 
made in accordance with The Mental Hospitals Act for patients’ maintenance and 
miscellaneous fees. These charges pertained to 14,416 accounts from 1930 to 1972 
which remained uncollectable for reasons such as: patients were indigent with no 
future income except Old Age Security, patients’ estates when liquidated were in- 
sufficient. 


The Ministry of Health also wrote off 1,734 Homes for Special Care accounts 
totalling $2,832,905 for residents deceased, discharged or re-admitted to psychi- 
_ atric hospitals prior to March 31, 1974. 


Uncollectable accounts amounting to $2,555,165 for fines, costs and fees 
owing to Provincial Courts were written off by the Ministry of the Attorney 
_ General. 


Over 2,500 accounts totalling $1,510,263 in respect of various unpaid taxes 
and overpayments were written off by the Ministry of Revenue. The major portion 
of this write off pertained to taxes payable under The Retail Sales Tax Act and 
_ The Corporations Tax Act, amounting to $837,499 and $540,495 respectively. 
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83. Interim Payment Authority, The Financial Administration Act. Section 26 
of The Financial Administration Act reads as follows: 


“On the application of a minister, the Treasurer may make interim payments 
from the Consolidated Revenue Fund for goods or services charged to a 
department where the charges are to be recovered from another depart- 
ment or departments or from another appropriation or from a federal 
appropriation.” 


Requests for the authority to make payments under section 26 are forwarded to 
and approved by the Executive Director, Treasury Division, Ministry of Treasury, 
Economics and Intergovernmental Affairs. 


Recoveries relating to payments made under section 26 are to be effected 
within the fiscal year unless specific approval has been given by the Executive 
Director to record unrecovered balances as statutory expenditures within the fiscal 
year. Where this specific approval has been given, amounts outstanding are to be 
recovered in the following fiscal year and recorded as “Revenue—Recoveries of 
Prior Years’ Expenditures”. 


During the fiscal year 1977-78, according to records maintained in this 
regard, thirty-seven section 26 approvals totalling $82,558,728 were given to 10 
ministries. Twenty-two of these approvals amounting to $55,441,000 pertained to 
charges to be recovered from another ministry or ministries. In this respect, pages 
149 and 151 of the 1977-78 Public Accounts indicate unrecovered charges of the 
Ministry of Government Services of $139,103 (Government Stationery Account) 
and $340,979 (Employee Benefits) respectively, recorded as expenditure of 
“Statutory Appropriations — The Financial Administration Act”. The approvals 
for these expenditures under section 26 were $2,000,000 and $20,000,000 re- 
spectively. 

The remaining fifteen approvals totalling $27,117,728 were given in cases 
where additional funds were required and 

(a) Supplementary Estimates were pending approval by the Legislature, or 

(b) Management Board Orders were pending to cover appropriation require- 

ments exceeding the Original Estimates, which had not yet been 
approved by the Legislature. 


84. Board of Internal Economy. Section 85 of The Legislative Assembly Act, as 
amended, reads: “The Board of Internal Economy may authorize the transfer of 
moneys from one item of the estimates of the Office of the Assembly to another 
item within the same vote and the Provincial Auditor shall make special mention 
in his report of any transfer under this section”. In respect of the 1977-78 Ex- 
penditure Estimates, the following transfers were made within Vote 201: 

$45,000 from Item 4—Hansard, and $293,000 from 

Item 11—Commission on Election Contributions and Expenses, to 

Item 3—Chief Election Officer $3,000, 

Item 5—Sessional Requirements $20,000, 

Item 6—Members’ Indemnities $220,000, 

Item 8—Caucus Support Services $22,100, 

Item 9—Administration $72,900. 
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85. Management Board Orders. Section 5 of The Management Board of Cabinet 
Act, 1971 provides that, where an appropriation is exhausted or a sufficient amount 
was not provided and the public interest or the urgent requirements of the 
public service necessitate further payments, the Board may make an order 
authorizing payments to be made against such amounts as it considers proper. 


Eighty-five Management Board Orders were issued in respect of the 1977-78 
fiscal year. In total, expenditure of $173,871,550 was so authorized. The amounts 
authorized by Management Board Orders averaged approximately $2,000,000 and 
ranged from $6,100 to $104,877,900. A listing of Management Board Orders, 
showing the amounts authorized and expended thereunder, is included as Exhibit 
3 to this Report. A total of 221 items were included in the Management Board 
Orders and are detailed in the Exhibit. 


By way of additional information, the Management Board Orders in respect 
of the 1977-78 fiscal year have been summarized by month of issue: 


Month of 
Issue Number Authorized % 

MNT ddI ose. ca eer a eo teed ee eae 1 $ 50,000 .03 

DET 199 toa.) Mae vos ene 1 227,800 wis) 

ICT IED 6.) 3.55260 h 5 eraser teed en ae hee 1 785,000 45 
ry 1078 ee ues 5 3,024,000 1.74 
ENRTAYY: VOTO ee bates tase anaes 9 4,612,700 2.65 
(CEO ANS SS a eo 29 143,016,450 82.26 
IS ne acim ae ou in bee a 39 22,155,600 12-74 


UO a aati er Saar. LSca heh) meena ae oc ee ake 85 $173,871,550 100.00 








86. Special Warrants. Section 4 of The Management Board of Cabinet Act, 1971 
provides for the issue of a Special Warrant, when the Legislature is not in session, 


_ authorizing payment of an amount required to meet an expenditure not foreseen 


or provided for by the Legislature and which is urgently required for the public 


— good. 


Three Special Warrants were issued during the year ended March 31, 1978. 


_ The first was approved by Order in Council dated May 15, 1977 authorizing 


payments of $600,000 for the purpose of providing insurance of the full amount 


of the deposit and down payments of condominium purchasers who were either 
not previously covered or only partially covered by insurance under the HUDAC 
New Home Warranty Plan. The full amount of $600,000 was expended. 


The second Special Warrant was approved by Order in Council dated May 


19, 1977 and authorized that the sum of $5,000,000 “be issued in favour of the 
_Honourable the Treasurer of Ontario and Minister of Economics and Intergov- 
ernmental Affairs, to be placed by him to a special account against which cheques 


may be issued for the purpose of providing for the funding of the Ontario Youth 


Employment Program”. However, as a result of the passage of The Ontario 
Youth Employment Act, 1977 which became effective April 19, 1977, the sum 


authorized by the Special Warrant was not utilized. 
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The third Special Warrant was approved by Order in Council dated May 29, 
1977 and authorized that the sum of $500,000 “‘be issued in favour of the Hon- 
ourable the Treasurer of Ontario and Minister of Economics and Intergovern- 
mental Affairs to be placed by him to a special account against which cheques 
may be issued for the purpose of providing immediate assistance to the Town of 
Cobalt, for the restoration of services, clean up, and immediate relief for com- 
munity residents, resulting from the recent fire disaster in this community”. The 
full amount of $500,000 was expended. 


——_—_——E———E—E——————————————— = 
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COMMENTS ON CROWN AGENCY TRANSACTIONS 


87. Introductory Comments. The term Crown Agency for purposes of. this 
segment of the Report includes Boards, Commissions, Crown Corporations and 
other operations which are audited by the Provincial Auditor on an annual basis. 
Also included are similar agencies audited by public accountants subject to direc- 
tion or review by the Provincial Auditor. A listing of the Agencies involved for 
the year ended March 31, 1978 is included as Exhibit 7 to this Report. The 
audits of the various Agencies were made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures 
as were considered necessary in the circumstances. 


Excluded from this segment of the Report are Crown Agencies which are 
audited by public accountants without any involvement by the Provincial Auditor. 
Agencies included in this category have been noted in section 2 of this Report. 


It should be noted that, for the year ending March 31, 1979, the situation 
covered in the above paragraph regarding the exclusion of certain Crown Agencies 
will no longer exist, as a result of provisions contained in The Audit ACES OTe 
See section 4 of this Report for further comment on this subject. 


88. Inactive Crown Agencies. Three agencies were inactive as at March 31, 
1977 and were commented upon in our 1976-77 Report (section 108). These 
agencies remained inactive as at March 31, 1978. The following comments are 
pertinent thereto: 


ONTARIO DEPOSIT INSURANCE CORPORATION—The Minister of Consumer 
and Commercial Relations wrote on June 22, 1978 to advise: 


ce 


. It appears that the necessity for maintaining the Ontario Corpora- 
tion, albeit on an inactive basis, has now passed and we might proceed to 
repeal this Act. 


“There is, however, one important provision in The Ontario Deposit In- 
surance Corporation Act and that is the requirement that all loan and 
trust corporations in Ontario have deposit insurance. Since we are in 
the process of developing and preparing a new Loan and Trust Corpora- 
tions Act for the Province of Ontario arising out of the Select Commit- 
tee’s Report on the subject, these provisions will be included in the new 
legislation. It will, however, be at least a year before full discussion has 
ensued in connection with the new legislation, particularly in conse- 
quence to the new Bank Act of Canada. 


“I would think, however, that when Ontario does proceed with its new 
Loan and Trust Corporations Act, we can then repeal and dispense 
with the Ontario Deposit Insurance Corporation.” 


| THE SHERIDAN PARK CORPORATION—On June 9, 1978 the Executive Direc- 
tor, Administration Division, Ministry of Industry and Tourism advised: 


“We have received a copy of Cabinet Minute #17-14/78 stating that the 
| Sheridan Park Corporation Repeal Act is scheduled for enactment by 
| the end of the Fall (1978) sittings.” 


94 AUDITOR’S REPORT FOR 1977-78 

















THE ONTARIO TELEPHONE DEVELOPMENT CORPORATION—In a letter dated 
June 7, 1978 the Deputy Minister of Transportation and Communications stated: 


“ .. the Ontario Telephone Development Corporation was recently re- 
activated to effect the acquisition and sale of an independent telephone 
company which is in serious financial difficulty.” 


To expand on the foregoing, by Order in Council 475/78 dated February 
16, 1978, approval was given for the expenditure by the Province of an amount 
up to but not exceeding $50,000 for the purpose of restoring telephone service on 
an interim emergency basis in the areas served by The Muskoka and Parry Sound 
Telephone Co., Limited. To March 31, 1978, approximately $43,400 had been 
expended in this regard. 


Subsequently, The Muskoka and Parry Sound Telephone Co., Limited Ac- 
quisition Act, 1978 came into force on June 20, 1978. Under this Act, the assets 
and facilities of this company were vested in The Ontario Telephone Development 
Corporation, together with possession, management and control of the company. 
The Act also made provision for the payment of compensation for the assets and 
facilities of the company. 


Accordingly, The Ontario Telephone Development Corporation was reacti- 
vated by the appointment of a board of three members for the period June 1, 
1978 to May 31, 1979; 


In introducing the preceding Act to the Legislature on June 2, 1978, the 
Mirister of Transportation and Communications stated that The Ontario Tele- 
phane Development Corporation would “operate and maintain the telephone 


sysittn only until such time as the assets can be sold by public tender to a company | 
or companies which have proven competence in the operation and management 


of a telephone system.” 


89. Newly Established Crown Agency. The Farm Income Stabilization Com- 
mission of Ontario was established as a corporation without share capital 


pursuant to the terms of The Farm Income Stabilization Act, 1976, which came | 


into force on April 4, 1977. The functions of the Commission include the adminis- 
tration of plans of farm income stabilization, and the provision for surveys and 
research relating to farm income stabilization. Additionally, the Commission is 
responsible for the establishment and maintenance of the Ontario Farm Income 
Stabilization Fund. All fees collected together with funds provided by the Province 
in support of farm income stabilization plans, are to be credited to this Fund. 


The Act requires the accounts and financial transactions of the Commission 
to be audited annually by the Provincial Auditor. Accordingly, our initial audit of 
the Commission was completed for the period ended March 31, 1978. 


90. Method of Audit Reporting. A report was prepared on each Crown Agency 
audit performed during the year and was submitted to the Agency involved and 
to the responsible Minister. Observations and comments were made on matters 
noted during the audits. Included in the reports were recommendations for im- 
provement in internal controls and in the general efficiency of the accounting 
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process. Matters raised which, in our judgment, are of interest or significance to 
the Legislative Assembly are included in subsequent sections of this Report. Not 
all of the subsequent comment is of critical nature; certain of our comments are 
for informative purposes only. Generally speaking, the caption of the section 
will indicate whether the content is critical or informative. 


Each agency is requested to respond to our audit findings and recommenda- 
tions. Relative views and opinions expressed in replies received from Agencies 
have been included for informative purposes without further comment by this 
Office, but will be reviewed during subsequent audits of the respective Agencies. 


91. Suggested Corrective Action and Recommendations Contained in the Provin- 
cial Auditor’s Previous Annual Reports. It is our practice to follow up on sug- 
gested corrective action and recommendations during our next audit of the particu- 
lar Crown Agency. The status of suggested corrective action and recommendations 
contained in our 1976-77 Report is indicated in Exhibit 8 to this Report. Exhibit 8 
also provides an update on the status of corrective action and recommendations 
considered unresolved per Exhibit 11 in our 1976-77 Report. 


92. Proposal for New Warehouse, Liquor Control Board of Ontario. The Board’s 
audited financial statements for the year ended March 31, 1978 are reproduced 
in Volume 2 of the 1977-78 Public Accounts. 


According to a study made by the Board, existing warehousing facilities in 
the Toronto region are inadequate in regard to the volume they can handle and 
the efficiency and economy of the operation. On March 29, 1977 the then 

_ Minister of Consumer and Commercial Relations announced that a new ware- 
house was planned to be built in Whitby. 


During the course of our current year’s audit, we noted that on June 30, 
1978, the Board submitted for the Minister’s approval a proposal to build the 
_ warehouse. Over the first eleven years of operations (1982-1992), according to 
_ the Board, it was estimated that the proposed warehouse, if located in the Toronto 
| region, would reduce costs by 79 per cent or $161,000,000. Since most foreign 
_ products are imported through the port of Toronto and the majority of domestic 
| Suppliers and retail outlets are to the west of Toronto, additional costs would be 
_ incurred by shipping to and from a Whitby location. For the first eleven years of 
_ Operations, it was estimated by the Board that the Whitby location would cause 
an increase in transportation costs of 17.2 per cent or $28,000,000. The full 
savings of $161,000,000 therefore would not be realized if the plant is built in 
_ Whitby. 
| The foregoing comments were transmitted to the Board on September 29, 
_ 1978, the date of this Report. The Board has not had an opportunity to respond 
_ and we are, therefore, unable to present its views on the subject matter. 


93. Comments on Leased Vehicles, Liquor Licence Board. The Board’s State- 
ment of Revenue and Expenditure for the year ended March 31, 1978 reflects 
revenue of $93,100,121 and expenditure of $6,153,541. Revenue is deposited into 
"the Consolidated Revenue Fund, and expenditures are paid out of moneys appro- 
| priated by the Legislature. 


| 
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During the year ended March 31, 1978, the Board leased 68 vehicles at an 
annual net cost of $193,926. The decision to lease rather than purchase was made 
on the recommendation of a study conducted by the Management Consulting 
Services Branch of the Ministry of Government Services. Two previous studies 
made by the Ministry of Government Services (dated February 6, 1974) and by 
the Liquor Control Board of Ontario (dated February 27, 1976), concluded that 
it was more economical to purchase. The Board, however, commissioned the third 
study because it had reservations concerning the assumptions on which the 
previous two studies were based. 


Our examination of subsequent vehicle usage revealed that the assumptions 
used by the third study (regarding rebates, personal usage and recovery of depre- 
ciation charges) were incorrect. When actual figures for the aforementioned as- 
sumptions are substituted in the third study formula, the results show that it is 
more economical to purchase than to lease. As no documentation was made 
available to us concerning the method or reasoning by which the Board formulated 
its assumptions, we were not able to determine on what basis the assumptions 
were made. 


In the light of the above observations, we recommended that the Board 
review its current leasing policy. 


Twenty-five of the 68 leased vehicles averaged less than 1,000 business miles 
per month and cost an average of 34.7¢ per mile. One employee averaged only 
215 business miles per month, and because of low usage, the operating cost was 
77.2¢ per business mile. At the time of our audit, vehicles were provided on re- 
quest to all inspectors and supervisory inspectors. We therefore recommended that 
the Board examine alternative transportation methods for low-mileage employees. 


Notwithstanding the Ontario Manual of Administration, which states that 
private use of government vehicles is not permitted, private use of Board vehicles 
is allowed. It was also noted that employees are charged only 14¢ per mile for 
private usage while it costs the Board an average of 23.4¢ per business mile to 
operate its vehicles. We recommended that the Board comply with the policy 
as set out in the Manual of Administration. 


The foregoing comments were transmitted to the Board on September 29, | 


1978, the date of this Report. The Board has not had an opportunity to respond to 
our comments and we are, therefore, unable to present its views on the matters 
raised. | 


94. Legislative Printing Contract, Office of the Assembly. The financial state- 
ments of the Office of the Assembly for the year ended March 31, 1978 reflect 
expenditure of $29,750,864 and revenue of $36,722. Except for statutory pay- 
ments, expenditures are made out of moneys appropriated therefor by the Legis- 
lature, while revenue is deposited into the Consolidated Revenue Fund. 


Certain legislative printing is provided by a company under contracts issued 
in 1972 and 1974 by the Ministry of Government Services. These contracts ex- 
pired on March 31, 1978. The payments to this company during the year ended 
March 31, 1978 totalled approximately $400,000. At the time of our audit a new 
contract was being drawn up by the Office of the Assembly with the same com- 
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pany. The contract is to be for a term of twelve years, with provision for termina- 
tion at the end of the fourth and eighth years on grounds of unsatisfactory per- 
formance. We noted that this contract is not being awarded on the basis of 


tenders, apparently because of the absence of local competition that has resulted 


from the long standing association of the company as the legislative printer over 
the years. 


| We suggested that the long-term implications of the new contract be con- 
sidered, particularly with regard to the continued ability of this company to re- 
_main competitive and to keep abreast of any technological improvements in the 
industry. Additionally, we recommended that consideration be given to measures 
which would reduce the dependence of the Office on a single source of supply. 

| Although the preceding comments were reviewed with officials of the Office, 
no formal report had yet been issued as at September 29, 1978, the date of this 
Report. Accordingly, we are unable to present the Office’s views on this matter. 





95. Recommendations Made Relating to Possible Cost Savings, Office of Chief 
Election Officer. Expenditure relating to the Office of Chief Election Officer is 
Teflected as part of the Office of the Assembly Program, as set out on page 96 of 
Volume 1 of the 1977-78 Public Accounts. Such expenditure, as it pertained to 
‘The Election Act, amounted to $12,105,043 for the year ended March 31, 1978, 
and was statutory in nature. The remaining expenditure of the Office, amounting 
to $227,107 for the year ended March 31, 1978, was made out of moneys appro- 
priated therefor by the Legislature. 


Equipment 

At the time of our audit, the Office of Chief Election Officer owned a station 
wagon, and we understood that it also had the use of a second station wagon 
owned by the Office of the Assembly. The records indicated that maximum use 
of both vehicles was made during the 1977 election. We were advised that, 
under normal circumstances, the vehicles are used mainly for business travel within 
the city and for local delivery purposes. It would therefore appear that it may 
be more economical to utilize commercial delivery or taxi service between election 
deriods and to lease vehicles during elections. We recommended that this alterna- 
tive be considered. 


A forklift truck, costing $7,655, was purchased during the 1977-78 fiscal 
year. A second forklift truck, purchased a number of years ago, was also on 
qand. As in the case of vehicles, it may be more economical to lease such equip- 
‘nent for a certain period during an election. We therefore recommended that 


‘he costs of purchase versus lease be carefully considered in future. 
?remises 

The Office occupies premises in the core of Toronto consisting of a large, 
¢ne storey building. It was observed that a large proportion of the floor space is 
ised for storage, shipping and receiving purposes. A considerable portion of the 
emaining floor area is vacant between election periods. We were not in a posi- 
ion to comment on the economy or efficiency of the present arrangements com- 
yared to suitable alternative accommodation that may be available. We did 
’elieve, however, that a review of this matter with the Realty Services Branch 
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of the Ministry of Government Services would be helpful for planning purposes. 


Adjoining the building is a parking area for eight vehicles. Currently, em- 
ployees of the Office are not charged for using these parking spaces. We recom- 
mended that consideration be given to instituting charges in line with policy 
established in the Ontario Manual of Administration. 


Printing Costs 


Regulation made under The Election Act provides for the printing of certain | 
forms, and prescribes the maximum cost per page or lot that may be charged by 
the printer. In the case of the List of Voters the maximum prescribed cost per 
page is 24 cents, which includes sorting, trimming and binding. The total cost of 
printing Voters’ Lists in the 1977 election was approximately $1.3 million. 


It would appear that Voters’ Lists are particularly suitable for photocopying. 
It is therefore possible that considerable savings could be derived from utilizing. 
commercial photocopying services offering competitive prices. We therefore rec- | 
ommended that a review be made of the feasibility of this procedure in consulta- | 
tion with Returning Officers. | 


| 

The preceding comments were reviewed with officials of the Office. However, 

no formal report had been issued as at September 29, 1978, the date of this’ 

Report. We are, therefore, unable to present the Office’s views on the subject 
matter. 


96. Comments on Use of Vehicles, Office of the Ombudsman. The financial 
statements of the Office of the Ombudsman for the year ended March 31, 1978 
reflect expenditure of $4,128,962 and revenue of $3,107. Expenditure is made 
out of moneys appropriated by the Legislature, and revenue is deposited into the , 
Consolidated Revenue Fund. | 

During the year ended March 31, 1978, an office policy on vehicle utiliza: 
tion was implemented. This policy permitted personal use of vehicles assigned 
to investigative directors and the Executive Assistant to the Ombudsman. It also) 
provided for the payment of costs of repairing damage sustained to a vehicle whi 
in personal use, if the damage was not the result of negligence. Certain such costs 
were paid during the year. We noted, however, that the Ontario Manual of 
Administration (section 40-4) does not permit private use of government 
vehicles. We therefore recommended that Office policy be revised. In this regard, 
we were advised that the recommendation will be implemented with an effective 
date of December 31, 1978. | 


In September 1977, an odometer reading of the vehicle assigned to the Ad- 
ministration Directorate disclosed total mileage of 12,383 miles. However, the log | 
record maintained for this vehicle showed total mileage of only 3,683, leaving) 
an unaccounted for difference of 8,700 miles. We were advised that this difference: 
was personal mileage driven by an employee whose duties involved use of the, 
vehicle. Since Office policy did not allow personal use of this vehicle, the em-) 
ployee’s supervisor recommended his release under his contract. The employment { 
contract for this employee expired on January 3, 1978. We noted that this em- 
ployee was rehired under a new employment contract effective April 3, 1978. 
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We further noted that no taxable benefit was included in the employee’s T4 
for income tax purposes. This matter was brought to the attention of the Adminis- 
tration office for correction. 


The annual mileage accumulated on the above vehicle was approximately 
5,000 miles, excluding personal mileage. This car, which was purchased in 
February 1977, appears to have been used mainly in delivery service. We recom- 
mended that consideration be given to its disposal and that unassigned vehicles 
in the fleet, commercial delivery or taxi service be utilized as required in future. 


Although the preceding comments have been reviewed with officials of the 
Office, no formal report had been sent to the Office as at September 29 ,1978, the 
date of this Report. We are, therefore, unable to present the Office’s views on these 
matters. 


97. Questionable Need for Certain Office Equipment, Office of the Ombudsman. 


_ As at March 31, 1978 the Office owned 44 transcribers and 82 portable dicta- 
phones. Additionally, two transcribers were rented for a period of 12 months 
ending in December 1977. When considered in relation to a total Office comple- 
ment of 120 employees, it appeared that there could very well be a surplus of this 
equipment. We therefore recommended that its distribution and utilization be 
reviewed, and consideration given to establishing a central pool of equipment. 


Nine cameras, certain accessories and two projectors were in the possession 
of a number of directorates. To ensure that the present stock of cameras is not 
cessive and that proper control is exercised, we recommended that this equip- 
ment be under central control. 


As at March 31, 1978 the Office had under lease five Mag II typewriters, 
three of which were acquired in 1976 and two in 1977. The annual rental of 
these machines is approximately $20,000. A sixth such typewriter is owned by 
the Office. These typewriters are assigned to specific directorates. In view of the 
costly nature of this equipment, we recommended that a study be made of the 
word processing needs of the Office as a whole to ensure maximum utilization. 
We also recommended that consideration be given to an overtime shift for 
operating the equipment. We were advised that such a study is now underway. 


The Standing Agreement for purchase or lease of the preceding equipment 
Specifies a purchase option at the end of the 12th and 24th month of a lease. We 
recommended that these options be carefully considered, as well as that of outright 


purchase in the case of future acquisitions. 


One of these typewriters has been rented on a month to month basis since 
April 1976. Rental rates on this basis are $40 per month higher than under a 
2-year lease. If this typewriter is to be retained, we recommended that a lease 
agreement be drawn up. 
Additionally, three IBM Selectric typewriters were leased for the North 
Pickering Hearings. At the time of the audit, the amount paid in rentals approxi- 
mately equalled the purchase cost of similar typewriters. We therefore recom- 
mended that, in future, a purchase option be included in leases for extended or 
ancertain periods of time. 


| 
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Although the foregoing comments have been reviewed with officials of the 
Office, no formal report had been sent to the Office as at September 29, 1978, the 
date of this Report. As a result, we are unable to present the Office’s views on 
the subject matter. 


98. Probable Loss on Acquisition of Housing Site, Ontario Housing Corporation. 


The Corporation’s audited financial statements for the year ended December 31, 
1977 are reproduced in Volume 2 of the 1977-78 Public Accounts. 


At the request of a municipality, the Corporation acquired a site in 1974_ 
to construct a senior citizen high-rise apartment and commercial complex. On | 
submission of preliminary drawings and cost estimates, development was approved © 
by the municipality in 1975. A tender call was issued in 1976 but as bids received — 
exceeded budget, the call was cancelled. The consulting architect, retained by the 
Corporation, was instructed to redesign the construction to reduce costs. 


In 1977, design changes and revised cost estimates were presented to the | 
municipality. The municipality rejected these submissions in view of its share of | 
estimated operating losses being excessive in comparison with other Corporation 
housing developments iff the municipality and recommended that another site be 
selected. 


At December 31, 1977, costs incurred by the Corporation relating to the | 
project amounted to $1, 250,930 consisting of: | 


Land $ 275,600 | 
Architect’s fees 695,396 | 
Capitalized interest 172,305 
Other 107,629 | 

$1,250,930 | 


At the conclusion of our audit, the current status of the project was uncertain. | 
It appeared that eventually a large portion of the above costs will have to be’ 
absorbed by the Corporation without a contribution from the municipality. 


To avoid a similar situation arising in the future, we recommended that) 
a Development Agreement should be entered into with each municipality before 
a project is commenced. | 


The Corporation subsequently responded as follows: 


“As noted by you the Corporation, at the request of a municipality, 
acquired a site in 1974 to construct a senior citizen high-rise apartment. 
In 1975 the development was approved by the municipality based on 
preliminary drawings and cost estimates of $22,000 per unit. Subse- 
quently in June of 1976, the city council approved final drawings and 
urged Ontario Housing Corporation to call tenders at the earliest pos- 
sible date. The issued tender call was cancelled by Ontario Housing 
Corporation as bids exceeded the per unit budget. The architect retained 
by the Corporation was instructed to redesign to reduce costs. Although 
the redesign submitted to the city in April of 1977 was approved, the - 
revised costs of $21,350 per unit were rejected. The Corporation in 
an attempt to find other housing units for the site put forward a number 
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of alternatives to the city. The city agreed that the Corporation should 
issue a proposal call for a Community Sponsored Housing project which 
would include a high percentage of assisted housing units for senior 
citizens. 


“As a result in March 1978, a joint call under the Federal Assisted 
Rental Program and the Provincial Community Sponsored Housing 
Program was issued. There was no acceptable response to this call 
and the Ontario Housing Corporation Board decided that the site should 
be sold. The city was informed of the proposed sale and asked to share 
in expected losses of approximately $850,000. This request was in recog- 
nition of the city’s role in the acquisition and subsequent design of the 
senior citizen housing project inasmuch as it had asked the Ontario 
Housing Corporation to provide the housing; agreed to pay its share of 
resulting subsidies by resolution of Council; and approved the original 
tender drawings as well as the redesigned tender drawings. 


“This procedure, where a municipality initiates a request for housing 
| by resolution and subsequently agrees by resolution to participate in the 
| subsidy, has been in use since 1966 and up to this time the Corpora- 
| tion has not experienced a refusal by a municipality to proceed with a 
| project in an advanced stage of development. For this reason the Cor- 
poration requested the city to share in any losses on the disposition of 
the site. The city, although agreeing to the sale of the site, advised the 
Corporation it was not prepared to contribute towards any financial 
losses suffered by the Ontario Housing Corporation. 


“After considering the legal position of both parties, it was determined 

that it was in Ontario Housing Corporation’s best interests to proceed 

with the sale notwithstanding the municipal decision not to participate in 
losses. However, the Corporation intends to pursue this matter again 
once the site has been sold and the extent of the loss determined. 


“Your recommendation that a development agreement be entered into 
with each municipality before a project is commenced has been reviewed 
and a model document taking this recommendation into account is being 
prepared for possible future use. There is some concern that such agree- 
ments could lock both the municipality and the Corporation into con- 
structing assisted housing projects with long term commitments even 
when demand for such units may have decreased by the time a con- 
struction proposal is ready for tender.” 


99. Rent-Geared-To-Income Programs, Ontario Housing Corporation. In our 

| previous year’s audit report, we noted that: 

| (1) Rent scale adjustments for services, as outlined in the Corporation's field 

| manual, had been effective since pre-1970. These adjustments include 
monthly charges to tenants for the following services: 
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Heat $12 to $15 (depending upon Provincial location) 
Hot water $3 

Water $3 

Stove $1 

Refrigerator $1 

Electricity 

(Family ) $5 

Electricity 

(Senior citizen ) ao 


(2) The definition of “family income” has also been effective since pre-1970 


and 


provides for inclusion of only the first $75 per month income of all 


members of a tenant family other than the family head or spouse. The de- 
finition further excludes from income, earnings of a spouse up to $900 per 
annum. 


We recommend that these conditions be reviewed in the light of current 
market conditions. 


During the current year’s audit, we were advised by management as follows: 


(a) 


(b) 


During 1977 a comprehensive study of adjustments to the rent scales 
in respect of utilities and services, was done by the Corporation. Recom- 
mendations to increase the allowances to tenants who pay these costs 
directly and to increase the rents of those for whom allowances are 
included in the rent, have been approved by the Corporation’s Board 
of Directors and by the Central Mortgage and Housing Corporation. 
The recommendations have been referred to the Minister of Housing 
for approval before being introduced. 


The definition of family income has long been a matter of concern | 


especially insofar as only the first $75 per month of other family 
members of a tenant is included in the rent calculation. This significant 
feature of the total rent scale is basically a national scale developed 
by the Central Mortgage and Housing Corporation. The scale has 
frequently been subjected to review over the past years but, to date, 
no major revision has emerged. As part of a new federal approach 
to housing, a flat rate of 25 per cent has recently been advocated. The 
Ontario Housing Corporation expects to participate in any review and 
recommend a number of revisions calculated to increase revenues. 


On September 21, 1978 we were further advised by the Corporation that: 


“Your observation on rent scale adjustments for utilities and services is 
correct. Recommendations for increases in the adjustments, approved 
by the Ontario Housing Corporation Board of Directors and Central 
Mortgage and Housing Corporation have been referred to the Ministry 
of Housing. 


“A Ministry Task Force has been established to determine current and 
future requirements for Family and Senior Citizen Housing, and to 
examine the matter further in conjunction with other aspects of the 
rent scale. 
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“The definition of family income has been under review at the Federal- 
Provincial level and also by the above-noted Ministry Task Force.” 


100. Mortgage Instalments in Arrears, The Ontario Junior Farmer Establishment 
_ Loan Corporation. The object of this Corporation includes the making of loans 
_ to young qualified farmers for the establishment, development and operation of 
_ their farms. The records of the Corporation indicate that the last loan application 
_ Was accepted in February 1969. The Corporation’s audited financial statements 
_ for the year ended March 31, 1978 are reproduced in Volume 2 of the 1977-78 
~ Public Accounts. 


As at March 31, 1978, mortgage principal and interest instalments totalling 
| $534,844, or 8.76 per cent of total instalments and other charges billed, were in 
arrears. As at March 31, 1977 and 1976 the corresponding percentages were 
_ 7.83 per cent and 5.59 per cent respectively. Although no losses are anticipated 

in view of the security behind the loans, any reduction in arrears would benefit 

the Consolidated Revenue Fund of the Province. We therefore recommended 
_ that the services of Agricultural Representatives of the Ministry be utilized to a 
_ greater degree to supplement the Corporation’s collection efforts. 


| Included in the above total of arrears were instalments totalling approxi- 
mately $58,000 pertaining to 1976 and prior years. We recommended that the 
Board outline a policy for dealing with these accounts. 


The foregoing comments were reported to the Corporation on June 13, 
1978. We have no record of a reply as at September 29, 1978, the date of this 
| Report. We are, therefore, unable to present the Corporation’s views on the 
_ matters raised. 


,101. Review of Management by Results Agreement, Ontario Racing Commission. 
_ The financial statements of the Ontario Racing Commission for the year ended 
March 31, 1978 reflect expenditure of $7,012,404 and revenue of S$ DTS221D) 
_ Expenditures are paid out of moneys appropriated by the Legislature, and revenue 
is deposited into the Consolidated Revenue Fund. 


_ Management by Results (MBR) 


Management by Results (MBR) may be defined as a measurement process 
_whereby the Ministry and Management Board of Cabinet reach mutual agree- 
-ment as to what results are meant to be achieved in the course of a fiscal year in 
-exchange for the resources assigned to the program. Appropriate indicators of 
the results are mutually identified and accepted. The MBR process, currently 
considered as being in its developmental stages, is the basic method by which 
| Management Board of Cabinet ensures that Ministry programs are managed 
effectively and efficiently. A review was made of the Commission's Management 
by Results Agreement, including the Race Tracks Tax Sharing Arrangement. 
Certain observations and recommendations resulting from our review are set out 1n 
_ the following paragraphs. 

The Ontario Racing Commission recently completed its first year under MBR. 


Measures of economy are not included in the Commission’s MBR Agreement. 
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A possible measure for consideration is a standard cost of operations per racing 
day. 

The MBR Agreement attempts to measure “efficiency/effectiveness” by 
means of a comparison of two forecasted man days to racing days quotients, to 
similarly determined actual performance quotients. Variances obtained are ex- 
pected to indicate generally the extent of efficient operations. However, in our 
opinion, such comparison does not measure effectiveness. Additionally, we felt that 
even in measuring “efficiency”, the MBR is weak, as specific standards have not 


been set. We suggested that variances would be more meaningful if forecasts — 
represented specific points of measurement constituting efficient performance. | 


These specific points are considered “standards of performance”. 


Our concerns regarding the measurement of effectiveness were detailed fur- 


ther as a result of our review of the Race Tracks Tax Sharing Arrangement, which | 


is included in the MBR Agreement. 
Race Tracks Tax Sharing Arrangement 


BACKGROUND 


As part of a package of tax changes to meet the Province’s financial require- 
ments for the fiscal year 1968-69, the tax on bets established under The Race | 


Tracks Tax Act was increased from 6 per cent to 7 per cent. An additional $2.5 
million was expected from the tax change. 


In the same year, the then Department of Treasury and Economics introduced 
a grant program to encourage and improve horse racing in Ontario, including re- 


search into equine medicine. This program, which included the operating expenses — 


of the Ontario Racing Commission, and which encompassed both thoroughbred 
and standardbred racing, was to be funded from 85 per cent of the additional 
1 per cent tax imposed by the Province. Accordingly, grants of $1.8 million were 
given to the Racing Industry in 1968-69. Subsequent grants made ranged from 
approximately $1.8 million in 1970-71 to $2.4 million in 1973-74. 


In July, 1973 the Minister of Consumer and Commercial Relations, respond- 
ing to a proposal from the Ontario Standardbred Improvement Association Inc. 
and the thoroughbred racing industry, made a submission to Cabinet for increased 
assistance to standardbred and thoroughbred racing. Problems facing the Racing 
Industry were summarized as follows: 


(a) Unless a comprehensive program of stakes races exclusively for stand- 
ardbred horses sired by stallions standing in Ontario was instituted in 
the very near future, all, save the largest and wealthiest standardbred 
breeders, would be forced out of business and to give up their breed- 
ing and farming operations. 


(b) Thoroughbred problems resulted largely from the fact that purse distri- 
bution increased by only 4 per cent per year since 1962 while the wages 
of persons engaged in training thoroughbreds rose at a faster rate than 
owners’ purses. Although the thoroughbred industry was covered by an 
adequate stakes program, the urgent need was to help the small owner 
meet rising costs. 
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Recommendations made to resolve these problems were: 

(a) The introduction of a Sires Stakes Program for standardbred racing in 
order to improve the quality and quantity of racing stock in Ontario. 
Proposed funding was to rebate the full 1 per cent in place of 85 per 
cent of 1 per cent of the pari mutuel handle on standardbred racing, 
exclusive of any contribution to the operating costs of the Ontario 
Racing Commission. 


(b) The rebate of the full 1 per cent tax increase on thoroughbred racing 
in order to help the owners of thoroughbred horses meet their rising 
costs. 


On September 24, 1973 the Minister announced the increased support to the 
Racing Industry. 


Commencing with the fiscal year 1974-75 grants were made to the Racing 
Industry based on 1 per cent of the previous year’s wagering as reported by the 
Federal Department of Agriculture and reproduced in the Annual Report of the 
Ontario Racing Commission. Payments made from 1974-75 to 1977-78 ranged 
from approximately $4 to $5.7 million. 


OBJECTIVES 

| The overall objective of the Race Tracks Tax Sharing Arrangement described 
in the foregoing is “to stimulate growth in the Ontario Racing Industry”. By 
providing grants to horse owners, breeders and for track facilities it is expected 
‘that a continuous chain of action will occur causing better attendance, more jobs, 
‘increased wagering, higher purses and ultimately increased tax revenues for the 
Province. 

| In view of the increase in race tracks tax revenues from approximately $34 
Million in fiscal year 1974-75 to $43 million in 1977-78 it may be concluded that 
the program is effectively meeting its overall objective. However, in the ab- 
sence of a clearly defined and measurable overall objective, we questioned whether 
valid conclusions could be reached. For example, the term ‘growth’ is not defined, 
there is no statement as to what measure of ‘growth’ is expected over and above 
normal growth, there is no indication of the estimated maximum investment 
needed to achieve such ‘growth’, and there is no statement as to the estimated 
time period needed to achieve such ‘growth’. 


| The specific purposes of the tax sharing arrangement are, by way of grants, 

to: 

1) supplement purses on races, 

2) improve the quality and quantity of racing stock in Ontario, 

3) improve facilities at Class III circuit standardbred tracks in the Province, 
and 

4) fund equine research programs. 

Since we felt that even the specific purposes are too broad and do not lend 

themselves to precise measurements, we recommended that: 


1) sub-objectives be defined in writing; 
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2) where possible each sub-objective be defined in terms of measurable 
results; where sub-objectives cannot be easily quantified, measurable 
factors be identified as indicators of successful performance; 


3) following (1) and (2), an evaluation be conducted to determine whether 
the grants program has achieved the desired results. 


In the absence of such an approach, we questioned how can it be determined, 
for example, whether sufficient assistance has been given to the small 
breeder/owner, one of the needs identified in 1973 when the increased support 
(from .85% to 1% of pari mutuel handle) was announced. An illustration of 
our concern in this regard follows: 


The Ontario Standardbred Sires Stakes program was introduced in fiscal year 
1974-75 as a result of the proposal from the Ontario Standardbred Improvement | 
Association Inc. Grants made in 1977 for this particular program accounted for 
aproximately 50 per cent of the Standardbred Improvement Program grant. Total. 


purses under this program ranged from $2,437,973 in 1975 to $3,140,596 in 


| 


1977, Total breeders’ awards ranged from $149,739 in 1975 to $183,898 in. 
1977. However, during these three years, from 69 to 77 per cent of purse grants 
went to approximately 20-25 per cent of winning standardbred horse owners, and. 
from 68 to 76 per cent of breeders’ awards went to approximately 18-23 per cent 


of winning standardbred horse breeders. 


The Chairman of the Commission responded to our comments on Septem- 
ber 6, 1978: 


General 


“|. . This is the first year of the M.B.R. at the Ontario Racing Com- 
mission and we acknowledge that there are shortcomings with the 
present plan, but as the staff become more experienced with the meas- 
ures and develop more expertise in their use, they will develop more 
sophisticated performance oriented measures in the area of effective- 
ness.” 


Management by Results 


“Measures of Economy: 


The cost of operations per racing day is provided by man days as 
opposed to dollars as the M.B.R. relates more to people resources than 
dollar resources. The dollar cost could be achieved by dividing the total 
budget by the number of racing days and this figure is easily obtainable 
from the reports. However, we believe this type of measure is of limited 
value to the Commission. Efficiency measures in dollar terms are more 
complicated to work with as adjustments need to be made for price 
changes and a more sophisticated accounting system is required. 


“Variances: 


Variances between forecasted and actual man days to racing days quota- 
tions are not meant to measure effectiveness. There are specific effective- 
ness measures geared to this such as attendance figures, wagering dollars, 
dollar sales of horses sired by Ontario sires relative to those not Ontario 
sired and purse dollars. 
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“Standards of Performance: 


The M.B.R., in a sense, established standards of performance for the 
current year in the M.B.R. plan which was approved by Management 
Board. The Ontario Racing Commission have difficulty setting standards 
as their objectives, in part, relate to the breeding of horses. In fact, this 
is the first year in which we will see any real effect of the Commission’s 
racing and breeding program as the first foals sired under the program 
are racing and up for sale with reputation. An additional difficulty that 
is recognized in the Ministry is that the accuracy of forecasting is not 
dependable. In some programs, this is due to a lack of data, in others it 
is due to the lack of expertise. In the Racing Commission, this lack of 
expertise will be cured over time through the systematic data collection 
required by the M.B.R. program. The Ministry is hoping to conduct a 
seminar on forecasting techniques which will assist in upgrading the 
accuracy of forecasting.” 


Race Tracks Tax Sharing Arrangement: 


“The Commission staff will be requesting the Province of Ontario Horse 
Racing and Breeding Advisory Board to develop specific objectives 
for the Horse Racing and Breeding Improvement Programs at the time 
of the five year review in the late fall of 1978. It is considered that this 
is an opportune time to commence this type of program evaluation as 
we are now into the first full operational years of the program. 

“Finally, we would like to point out that any horse racing and breeding 
program is a success oriented program, not a redistribution of wealth. 
Therefore, the observations in your report that, in fact, 69 to 70% of 
the monies went to approximately 20 to 25% of the winning standard- 
bred owners and breeders is, in fact, a fairly healthy statistic, especially 
when it is compared year to year as there are different owners and 
breeders forming the 20 to 25% each year.” 


102. Inefficient Management of Funds, Soldiers’ Aid Commission. At March 31, 
1978 the assets of the Commission, consisting principally of cash and invest- 
ments, amounted to $192,152, with a corresponding surplus. For the 1977-78 
fiscal year, revenue, including a grant of $15,000 from the Province of Ontario, 
totalled $29,832 while expenditure was $26,155. 


A $4,000 Province of Ontario 3 per cent bond that matured on October 
15, 1977 had still not been redeemed as at July 7, 1978. Proceeds from a 
$30,000 Guaranteed Investment Certificate that matured on June 13, 1977 were 
not deposited to the Commission’s savings bank account until July 8, 1977. Also, 
we noted eight instances where interest income was deposited several days late 
to the Commission’s savings bank account. Accordingly, as in the previous two 
years, it was recommended that both proceeds from investments and interest 
income be deposited to the Commission’s savings bank account as early as pos- 
sible so as to maximize interest earnings. 





As at June 30, 1978, the Commission had over $80,000 cash in its savings 
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bank account. This amount of cash was well in excess of the Commission’s annual 
requirements. We therefore recommended that consideration be given to investing 
a portion of the cash from the savings bank account in higher yielding interest 
income securities so as to maximize the Commission’s interest earnings. 


The preceding comments were transmitted to the Commission on August 
24, 1978. As at the date of this Report, September 29, 1978, we have no record 


of a reply. We are, therefore, unable to present the Commission’s views on the 


matters raised. 


103. Improvements Warranted in Accounting for Damaged Merchandise, Star 
Transfer Limited. As at December 31, 1977 the assets of the Company totalled 
$7,043,766. Liabilities and reserves amounted to $4,872,936, while capital and 


retained income totalled $2,170,830. For the 1977 calendar year, revenue and | 


expenses amounted to $8,410,550 and $8,683,969 respectively. 


Star Transfer Limited was incorporated as a private company on January 2, 


1951, and was subsequently purchased by the Ontario Northland Transportation | 
Commission under an agreement dated July 11, 1960. Since that time Star Transfer — 
Limited has operated as a wholly-owned subsidiary of the Commission, and has | 


provided trucking service throughout northeastern Ontario. 


The Company derives salvage primarily from damaged merchandise refused 


by consignees. Proceeds from disposal during the year ended December 31, 1977 © 


totalled approximately $27,000. In certain cases salvage values are deducted from | 


claims paid. 


The present records did not readily provide a means of determining the 


ultimate disposition of all damaged merchandise. We also noted that there is 
no written policy on salvage. We therefore recommended that a written policy | 


and procedures be established. 


On June 15, 1978, the Chairman of the Ontario Northland Transportation 


Commission Audit Committee responded as follows: 


“The recommendations of the Auditor were concurred in and a written 
policy on salvage will be obtained. In the meantime, the record keeping 
will be improved to provide a means of determining the ultimate disposi- 
tion of all damaged merchandise, whether it is partially salvaged or dis- 
posed of at a total loss.” 


104. Need for Improved Bank Reconciliation Procedures, Workmen’s Compensa- 


tion Board. The audited financial statements of the Board for the year ended | 
December 31, 1977 are reproduced in Volume 2 of the 1977-78 Public Accounts. © 


At the time of the 1977 year-end audit, monthly reconciliations of the 
Board’s bank accounts were being prepared on a more timely basis than was the 
case during 1976. However, various problem areas existed within the procedures 
and formats followed when such reconciliations were being prepared. 


These problems were primarily caused by (1) the lack of continuous review ' 


(2) the duration of time before processing appropriate adjustments through the 
Board’s accounts (3) the lack of updating the manual in respect to bank re- 


COMMENTS ON CROWN AGENCY TRANSACTIONS 109 
Rares Sees nae nn a a Es 


conciliations and (4) the apparent lack of training of those persons responsible 
for the reconciliation procedures. 








We recommended that the Board’s Internal Audit Branch be assigned the 
responsibility of instructing the applicable personnel in the proper procedures 
to be used in reconciling bank accounts, identifying and correcting existing defi- 
ciencies and aiding in the updating of the bank reconciliation manual. 


Further, we suggested that Internal Audit monitor the progress and reliability 
of the monthly bank reconciliations until such time as the reconciliations are 
properly prepared and acceptable internal control procedures are followed. 


On July 21, 1978, the Executive Director, Financial Services Division, wrote 
to us as follows: 


“Most of the procedural and format deficiencies have now been cor- 
rected, and the process is continuing. Reconciliation statements and ad- 
justing entries are supported by suitable data and approved by super- 
visors. As indicated in the report, the reconciliations are currently being 
prepared on a timely basis. 


“Staff training is an ongoing program, and the quality of work produced 
by those responsible for the reconciliation procedures is showing satis- 
factory improvement. I do not agree with the recommendation to have 
the Internal Audit Branch direct the training program, because I 
believe that Internal Audit should never be placed in a position where 
they will have to evaluate the results of their own work. 


“It is acknowledged that the procedure manual should be formally 

compiled. This has not been given high priority because of more press- 

ing operating requirements. Written instructions have been used for the 
) guidance of the reconciliation clerks, and these will be developed for 
| the procedure manual as soon as practicable.” 
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EXHIBIT 1 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The Accounting Entity 

In the operation of its financial affairs the Province of Ontario employs the 
concept of a Consolidated Revenue Fund, unique to the parliamentary system of 
government. The financial transactions of government ministries are recorded and 
displayed as Consolidated Revenue Fund cash inflows and outflows. With respect 
to the financial operations of provincial crown corporations, agencies, boards and 
commissions, the financial statements of the Consolidated Revenue Fund reflect 
only the extent to which their operations have been financed from or have con- 
tributed to the Fund for the year. 


The Accounting Basis 


The Province of Ontario uses the cash basis of accounting for its financial 


transactions, modified to allow an additional thirty days to pay for goods and 
services pertaining to the fiscal year just ended. In this regard, payments to em- 


ployees for the pay period which overlaps the fiscal year end date are apportioned 
between the two years. The cash basis of accounting, modified as described, is | 
used to disclose to the public the stewardship of the Government in regard to | 


monies entrusted by appropriation, and raised through taxes and borrowing. 
Revenues and expenditures being unrelated in nature are matched only by timing 
of cash flow. 


Classification of Transactions 


The transactions of the Province of Ontario are presented in summary form 
according to the three distinct areas of government activity through the Con- 
solidated Revenue Fund. 


“Budgetary Transactions” are operational activities which include the revenues | 


raised through taxation, premiums, fees, licences and permits, payments from 
the federal government under shared-cost programs and income from invest- 
ments. Expenditures on government programs include payments for goods 
and services, interest on the public debt, salaries, transfer payments to indi- 
viduals, municipalities and institutions under various social programs, subsi- 
dies and grants, and the acquisition or creation of fixed assets. The extent to 
which revenue exceeds or falls short of expenditure directly decreases or 
increases the net debt of the Province. 


“Non-budgetary Transactions” are the lending, investment and trust ad- 
ministration functions which include, as distinct from expenditure, the govern- 
ment lending and investment activity in various crown corporations, agencies 
and municipalities. All of these loans and advances are repayable or represent 
equity holdings supported by the assets of the corporations. Also included 
in this category is the activity within deposit, trust and certain special purpose 
accounts. “Disbursements” is the term used to describe the lending and invest- 
ment transactions of the government. “Receipts” consist of the repayment of 
loans or recovery of investments. “Credits” is the term used to describe pay- 
ments into deposit, trust and special purpose accounts. Payments made from 
these same accounts are termed “Charges”. 


3 
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“Debt Transactions” are the borrowing and repayment transactions which 
include obligations issued by both non-public and public sources of funds. 


Assets and Liabilities 


The assets and liabilities reported in the financial statements are financial 
claims which have been created by cash transactions. The assets are claims by the 
Consolidated Revenue Fund on other parties. The liabilities are claims by other 
parties on the Consolidated Revenue Fund. 


Since expenditures on fixed assets are not considered to differ from any other 
service to the public, they are expensed as budgetary items in the year of acquisi- 
tion. Neither do they represent financial claims on others and are therefore not 
reported as balance sheet assets. 


Debentures, notes and treasury bills are recorded as liabilities at the face 
value of the debt instrument, and discount, premium and commission expenses are 
treated as current year budgetary transactions. The general resources of the 
Province are used for the continued orderly retirement of debt and no sinking funds 
are maintained for this purpose. 


The contingent liabilities of the Province consist of guarantees by the Trea- 
surer of Ontario of debt instruments issued by provincial agencies, boards and 
commissions and bank loans under certain government programs. Other significant 
legal commitments and liabilities are disclosed in notes to the financial statements. 


The net debt of the Province is the excess of liabilities over recorded assets. 
It is also the accumulation of all budgetary deficits and surpluses since Confedera- 
tion. The year-to-year change in net debt is the amount by which revenues exceed 
or are less than budgetary expenditures. 





~ 
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EXHIBIT 1 
STATEMENT OF CONSOLIDATED REVENUE FUND 
for the year ended March 31, 1978 
1978 1977 
($ millions) ($ millions) 
OPENING BALANCE 
Cash, temporary investments and 
marketable securities .................. 804 1,031 
BUDGETARY TRANSACTIONS 
BO hae Bites fan0y dicts coeoedv ate 11,308 10,692 
he yee Heng 2h ee cr 13,129 11,921 
PRU RCLALY TOSHCIbe 6 toca se serene (1,821) (1,229) 
NON-BUDGETARY TRANSACTIONS 
Loans, Advances and Investments 
Bee ccs anc octeiawiin 321 265 
TOISOUTSEMNVENISIG 2768 oon escaese suas 949 907 
Net Increase in Loans, Advances 
and Investments .......000.0...65.. (628 ) (642) 
Trust Administration Functions 
(CHE ls} lod en eee ne 420 399 
LGA ETI OEE Cn oye 125 116 
Net Increase in Trust Administra- 
PEON PAIN CLIODS tt hss ckes esos 295 283 
Non-Budgetary Transactions 
C1 Siete ict en (333) (359) 
CASH REQUIREMENTS* ooo (2,154) (1,588) 
_ DEBT TRANSACTIONS 
BPOCCOGS OL LOANS ascccpicsrcinciessvse 2,036 1,667 
Retirements Of LOans. ......60:0c0.--.000: 138 306 
Debt Transactions (net)* ........ 1,898 1,361 
_ CLOSING BALANCE 
_ Cash, temporary investments and 
marketable securities ................ 548 804 














| 
| 


*Includes borrowing and lending on behalf of Ontario Hydro. See Note 2. 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
_ Statements, 
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EXHIBIT 1 
STATEMENT OF BUDGETARY REVENUE 
for the year ended March 31, 1978 

1978 1977 

($ millions) ($ millions) 

TAXATION 

Personal Income:.Tax (Note 10) "2 eye eee 2,447 L782 
Retail Sales: "Tax. i ctusdsvcccen eee ee 1,926 Gris 
Corporations: Tax ()..cscccrci resect oo ee 1,014 1,002 
Gasoline? Tax. gcadiner tee aw eee 523 508 
Federal Government Income Tax Revenue Guarantees .. 210 496 
Tobacco “Fax <n, ene phe oe ee 206 Ln 
Motor Vehicle Fuel (ax. i400 cscs eee 85 79 
Soccession - TOUEV es. pesircisnviceoicienee see ase ee 73 62 
Land: “Tvanster “Tax: joc cceeeec oe ee 62 52 
COURSE Divine Sic Saeed 84 93 














OTHER REVENUE 

Premiums—Ontario Health Insurance Plan ........................ 830 799 

Profits from Crown Corporations and Boards 
Liquor Control Board of Ontario ......0..0..00.0.00. a2] 302 
Ontario.Lottery: Corporatiotn... 7... ee ee at 76 
Vehicle registration. ‘fees... 4oece rn eee 267 pI 
Liquor. Licence. Bonrd——fees ccc... casera eee 93 84 
Other fees cand licences: ..4..05.0:0so eee 114 106 
Pines and < Penaltress gcse oe ete 59 ao 
ROYALE 5 sccest eens Sch ada cnc OR 49 42 
Utility. "Service <Charoés:. ¢.a..) 1. eee ee 48 36 
OLDE O si atskaance netics onesie ee eee 110 109 
1,968 1,828 








GOVERNMENT OF CANADA 




















Established Programs Financing (Note 10) ...................... 1,400 
Hospital Insurance and Diagnostic Services Act ............ 29 1,027 
Medical: Care Acts soc ac5 ssc een ae 7 360 
Canada Assistance Plan: |... c.4:.440 ee 416 472 
Post-Secondary Education Adjustment Payment .............. 190 
(0411) Sa eR ere LPI CPN MMP lege aol i ne 210 186 
2,062 Lea i 
INTEREST ON LOANS, ADVANCES AND INVESTMENTS (Note 2) 648 623 
TOTAL BUDGETARY (REVENUE)... fic.) oe ee 11,308 10,692 














See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 
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EXHIBIT 1 
i STATEMENT OF BUDGETARY EXPENDITURE 
i for the year ended March 31, 1978 
j 1978 1977 
($ millions) ($ millions) 
j SOCIAL DEVELOPMENT POLIcy FIELD 
A nL eae eco cd Pe REE, EN es EE 3,644 3,349 
BTU eet ORI ees ann caScewie oe acon asc ht EE ER ER 2,342 1,986 
POMC EES SANG COTIVETSILICS | oae cy ceive. SEMEL ocd. Sd. eA 1,258 1157. 
Community. and Social Servicesh.4ceun eG. eee). 1,116 1,036 
RO MUN UATE 2 ATR Bae OR TS LIONN, co oo heson exis sues ats Becscchn basin ds Maric RA 192 144 
8,552 1072 
RESOURCES DEVELOPMENT POLICY FIELD 
: Transportation aid Communications ...........00.0.0008 1,035 ag 
/ WEEE EOS OUI LC coh nv wee evo Gli idee ity sav dew 242 231 
iT iS OE MEN Ge ef ccna en Ua ewhiow queda seule oowiat eles 172 137 
kg Oe VUES STC Y ake e eye I we ean ae ee ee 170 165 
LACS YS) 0) Re | 8, a a 114 99 
AMASC EN Ail es POUT ISIN eco ss cedars Oe IR 53 56 
Le RANEY ah MPS eck, SOA 8 29 23 
LETTS glen aegis, holga aie stane a CARROT ie RAR MMB RROD 71.2 7 4 
1,822 1,652 
_ JUSTICE POLICY FIELD 
EAST EG) ee LETT TS AY ip pe RE URIG  ME e 153 144 
PaCS RTO TAG a. oo fa totes ekrptysarsal symnmdn vaca ies lbovansaaa ee 130 116 
OLE) SE OCCA RSS (0 oe oP 126 107 
Consumer and. Commercial Relations .........<..6.:.5...:0lecne 63 61 
, 472 428 
_ GENERAL GOVERNMENT 
| Treasury, Economics and Intergovernmental Affairs ...... 410 483 
ORS Fave thie RS 6 Oo ee Dig fs 296 
GN US ee Oe BSD Uo SNE OG RS 2 SS 195 198 
| POT OUIN CAL ANTS | preps ties sn ROA. Le 113 86 
OCR OTANI NGSETNOLY © 65250 use aahtnsch one oag nase anaes 30 17 
PO AN ae se ak Svc otialentv ave nhieh paouncuainale Oe 22 20 
| 1,041 1,100 
| BoBLiC Dest—Interest (Note 2) oo... cen 1,242 1,069 
MmlOTAL: BUDGETARY EXPENDITURE ...........00:cccccccceteceestererireerenes 13,129 1 a | 















See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
_ Statements, 
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EXHIBIT 1 
STATEMENT OF NON-BUDGETARY TRANSACTIONS 
for the year ended March 31, 1978 
1978 1977 
($ millions) ($ millions) 
LOANS, ADVANCES AND INVESTMENTS 
Receipts 
Ontario Hydro—advances secured by bonds .................. 58 30 
Nuclear power generating station—Pickering (Note 2) .. 35 20 
Other corporations, boards and commissions 
The Ontario Education Capital Aid Corporation ........ 62 my 
The Ontario Universities Capital Aid Corporation .... oF 24 
Ontario” Mortgage Corporation 4. 21 28 
CUS reson veacish tee Te 59 42 
Water treatment and waste control facilities .................... 35 32 
Leans to muienpalities: <1nvcntaxs eee eee 18 16 
Other loans and investments ass iccccccsccveissliensastecsoce eee 19 16 
321 265 
Disbursements 
COntario FiydrO Fs si. oeasie eee 450 300 
Other corporations, boards and commissions 
Ontario ‘Mortgage Corporatian™. 7. ie 85 181 
Ontario “Housing Corporation’ a ee 30 36 
The Ontario Education Capital Aid Corporation ....... 81 TL 
The Ontario Universities Capital Aid Corporation |... 34 33 
L016 (Ts) ee SA cs 5 cave? eae EE Ee A TRS tT 59 55 
Water treatment and waste control facilities ................. 135 146 
LOANS PLO TUNIC ANUS -5ycccoc! trevoriaeenteee 44 43 
Other Joans . and Vinvestments:..:..0/5.ceden see eee x 36 
949 907 
NET INCREASE IN LOANS, ADVANCES AND INVESTMENTS ..... 628 642 
TRUST ADMINISTRATION FUNCTIONS 
Credits 
Pension: .TOnCS: (Awa, ct ee eek eee ee ee 253 241 
Deposit, trust and reserve accounts ............................. 161 105 
The Province of Ontario Savings Office Deposits—net 
Ing tease: Oo. Se eee ee re 6 53 
420 399 
Charges 
Payments from pension funds and deposit, trust and 
PESELV CG: AC COUMNES eric) wactact eek cauy: er ee 125 116 
NET INCREASE IN TRUST ADMINISTRATION FUNCTIONS Rete, 295 283 


ae accompanying Summary of Significant Accounting Policies and Notes to the Financial 
tatements. 
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STATEMENT OF DEBT TRANSACTIONS 


for the year ended March 31, 1978 


($ millions) 


PROCEEDS OF LOANS 
Non-public 
Canada Pension Plan Investment Fund 
Meachers 1 superannuation PUNd c.......svesduscssessssaen. 
Ontario Municipal Employees Retirement Fund 
Central Mortgage and Housing Corporation—waste 
SPRMANE CUS UMN ANNG MAN ok oes ss chases a oko susie eae ioianoncceecnened 


Public 
WAAR OE IRIATIO FLV OIO: osc ots tear tociaissecioeisc env asd 


aaa OE EIS STORTLOANS © Wy... h ie ccceaioavs Hhlasaolecossticlodscoiness 


RETIREMENTS OF LOANS 
Non-public 

Government of Canada, Federal-Provincial Employment 
DEC SSTEVTESS | Bel eo 1 0 ka en nee a 

Government of Canada, Municipal Development Loan 
UE AT Pe aN ie ta lice ort Sa hola aden svn gobs ogy gvde ke 

Central Mortgage and Housing Corporation — waste 
PINE CSL Rp an chess hos oey'sa bnewsas cahdsec ha tacessaetormaaes 


Public 
Masteha ete LIntario .H Varo mcrae sti. abe 
BANCO NEE AULT TOS OS aba ese sans osd echo en avins + Dassen ap moon Gabon 
BORE Aa SE am Es) ata ao Cia caalths shes annbecaimsnig: yh naps 


BEYPLT CS RETIOEMENTS OF LOANS: ooocccccsccnsscvecosceresavccoencenraecnvesrans 


| 
| 


| See accompanying Summary of Significant Accounting Policies 
_ Statements. 
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1977 
($ millions) 


813 
334 
180 





and Notes to the Financial 
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EXHIBIT 1 
STATEMENT OF ASSETS AND LIABILITIES 
as at March 31, 1978 
Assets 
1978 1977 
($ millions) ($ millions) 

Cash, temporary investments and marketable securities (Note 1) .... 548 804 
Advances: to’ Ontario” Hydro (Note. 2) 24 3... eee 2,926 25d 

Advances and investments, other corporations, boards and 
commissions “CNote 3)... en eee 4,455 4,333 

Investments in water treatment and waste control facilities 
(at..cost less: recoveries) "CNote*4) .2) oe eee 880 780 
Loans,te: municipalities, 220:5..7)0.5 ene gee ee 6 eae 299 
Other loans and investments (NOte 5) 0 c.cc.....ccccccccscccevcecveeveccscsesvesscecee. 269 ph 
Total ‘recorded “assets*(..... 2 a ee 9,403 9,030 
Net debt ci... Gi eat soe Re eet re 7,978 6,157 
17,381 15,187 

Liabilities 

Deposits with The Province of Ontario Savings Office .................... 345 339 
Pension: funds: (Note 6)" %.. «4.5.2 eectere ese ee 30 1,140 
Deposit, trust and reserve aCCOUMNES ..............ccccccccccecccseecscececeeecceeseceescceen 522 229 
PAY ACER DAV AUG «ia, «5 v0. tues da G ee eee Liz aS 
CASEI DANS icc seizes iacness*adecgstsaromascen des bs. eed coat soar ene ae 130 130 
Debentures. and motes (Note. 7). tea-054)4559 ee ee 15,136 13,274 
17,381 Lee 
Contingent liabilities (NoteS)..25.2 42 6,152 Bis 8 














See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 


Approved on behalf of the Ministry of Treasury and Economics. 
A. RENDALL DICK, Deputy Treasurer of Ontario and Deputy Minister of Economics. 


G. McINTYRE, F.C.A., Executive Director, Treasury Division. 
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EXHIBIT 1 


NOTES TO THE FINANCIAL STATEMENTS 
March 31, 1978 


(all figures in millions of dollars) 


Cash, Temporary Investments and Marketable Securities 

Temporary investments, which include obligations of Canadian chartered banks and other 
short-term investments, are recorded at cost. Marketable securities, which include deben- 
tures and bonds issued by the Province of Ontario and Ontario Hydro, are recorded at 
cost which was $82 million at March 31, 1978 (1977 $105 million). The market value 
of these securities was $80 million at March 3 1, 1978 (1977 $102 million). 


Advances to Ontario Hydro 








1978 1977 
Reece mans +, Jee. ek er) ee Serine, Bic $2,901 $2,510 
Nuclear power generating station—Pickering .20.0000.0.occccccccccsesn. 25 47 
$2,926 $2,557 














The Province, in addition to guaranteeing all Ontario Hydro debt obligations, has issued 
U.S. dollar debentures on behalf of Ontario Hydro. The proceeds have been advanced 
to Ontario Hydro in exchange for U.S. dollar bonds with the same terms and conditions 
as the debentures of the Province. These borrowing and lending transactions, which fall 
outside the Province’s own budget framework, increased the Province’s level of non- 
budgetary transactions, cash requirements and debt transactions by $392 million (1977 
$270 million). In addition, the interest payments related to such borrowing and lending 
transactions increased the level of budgetary revenue and budgetary expenditure by $209 
million (1977 $178 million). 


The Province, by agreement with Ontario Hydro and Atomic Energy of Canada Limited, 
contributed $100 million to the capital cost of the Pickering nuclear power generating 
plant and under the terms of the agreement receives payments based on the net opera- 
tional advantages of the plant. These payments, which have amounted to $75 million, 
have been applied to reduce the advance. 


Advances and Investments—Other Corporations, Boards and Commissions 








1978 1977 
The Ontario Education Capital Aid Corporation ...............00...... $1,274 $1,254 
The Ontario Universities Capital Aid Corporation ..........0........... 123232 1:225 
er ormOntomnel  oarporatiOn (i. Lee Me ER. 758 694 
Pertarinw rousing C OF poration #0: ..Ngr kh 2. 1. See es 349 330 
AERC LAT EES Qt alg oe) 1410s | ie ie an ee ole EIR PEE | Bet Se 332 338 
PO VANEESTSTSTETIL @A2 OT DOL AUIONIS Ooo. cc EE casccss «Red ee Nien nen nO 179 157 
SOA EATICO ENO TINY ® COT DORAEION ” 5 CO iilscastescas sence sins cee OMe age Maa 100 100 
BIT RU scccrcucecoe cans vans eae tate Gs MERC OR Teed 231 235 

$4,455 $4,333 














The Ontario Education Capital Aid Corporation receives government advances to pur- 
chase bonds or debentures issued by school boards for capital expansion programs. The 
securities held by the Corporation are the obligations of the individual school boards. 
Under current support arrangements for local school boards, a portion of approved 
operating costs (which include interest and principal payments) is covered by provincial 
grants. 


The Ontario Universities Capital Aid Corporation employs government advances to 
purchase bonds or debentures issued by provincial universities, colleges, the Art Gallery 
of Ontario, the Royal Ontario Museum and municipalities on behalf of public libraries, 
for approved capital construction projects. The securities held by the Corporation are 
the obligations of the issuing institutions. However, under the Province’s current ah lee 
of financial support of post-secondary education, these institutions received annua 
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budgetary grants in 1978 of $112 million (1977 $109 million) from the Province to cover 
the full amount of principal and interest due to the Corporation. 


Ontario Mortgage Corporation utilizes Provincial funds to provide subsidized mortgages 
for home ownership and rental accommodation. The programs are directed at low to 
moderate income groups and areas with low vacancy rates. The Province paid subsidies 
amounting to $1.8 million in 1978 (1977 $1.6 million) to the Corporation for certain 
loans made at interest rates lower than cost. 


Ontario Housing Corporation plans, constructs and manages residential housing projects. 
Financing is provided by the Province and Central Mortgage and Housing Corporation 
(a federal crown corporation). Operating subsidies are shared by the Province, Central 
Mortgage and Housing Corporation, and municipalities. The Province’s share of the 
subsidy for the calendar year 1977 was $80 million (1976 $67 million). 


Ontario Land Corporation employs advances from the Province to assemble land for 
new communities and industrial parks in Ontario. The assets of the Corporation are 
primarily land. 


Ontario Development Corporation and the related Eastern Ontario Development Cor- 
poration and Northern Ontario Development Corporation are lenders of last resort for 
the encouragement and expansion of manufacturing and tourist operations in slow 
growth areas, the expansion of exports and substitution of imports, and the launching of 
new products and techniques. The Province’s investment is made up of $7 million in 
equity and the remainder in advances. The Corporations have a $6 million equity invest- 
ment in industrial parks, but the bulk of the assets are loans. The Corporations received 
payments of $11.9 million in 1978 (1977 $16.4 million) to cover loans forgiven and 
written off. 


Ontario Energy Corporation was established with a $100 million equity investment by 
the Province to develop energy sources for Ontario through investment in energy explora- 
tion, development and production. The Corporation’s major involvement is a 5% equity 
position in Syncrude Canada Ltd. (a joint venture of government and private enterprise 
to establish a synthetic crude oil plant in the tar sands of northern Alberta). The Cor- 
poration has also been participating in the research aspects of the Polar Gas Project 
which is studying the movement of natural gas from the eastern high Arctic to southern 
markets. At March 31, 1978 the Corporation had invested $89 million in Syncrude and 
$11 million in the Polar Gas Project. 


Investments in Water Treatment and Waste Control Facilities 


The Ministry of the Environment lets extensive contracts for the building of water and 
sewage systems to serve municipalities. These investments are being recovered over the 
life of agreements with the municipalities. Certain of the agreements provide for the 
accumulation of the principal portion of annual amortization payments in a sinking fund. 
The accumulated balance in such funds (included in deposit, trust and reserve accounts) 
was $41 million at March 31, 1978 (1977 $38 million). Other agreements are for 
projects which are subject to service rate billings. The amount received from service rate 
billings in 1978 was $48 million (1977 $34 million) of which $8.3 million (1977 $6.5 
million) was applied to reduce the investment account. 


Other Loans and Investments 


Included in other loans and investments are Ministry of Health capital construction loans 
to public hospitals amounting to $256 million (1977 $243 million). During the 1978 
fiscal year, the Province made grants of $17.9 million (1977 $16.2 million) to assist 
public hospitals in meeting principal and interest payments. 


Pension Funds 








1978 1977 

Public Service Superannuation Fund ..............ccccccccccccccecccccecececeeeees $1,324 $1,129 
Legislative Assembly Retirement Allowances Account .................. 12 11 
$1,336 $1,140 














The Province of Ontario maintains deposit accounts within the Consolidated Revenue 
Fund for all contributions and interest earnings less pension payments for both the Public 
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Service Superannuation Fund and Legislative Assembly Retirement Allowances Account. 
The amounts recorded by the Province are essentially the sole assets of these pension 
plans. 


Based on an actuarial report as at December 31, 1976, the Public Service Superannuation 
Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $83 million, upon which an interest contribution 
of $6 million is required to be credited annually in accordance with The Pension 
Benefits Act. 


2. Residual unfunded liabilities of $422 million which are required to be amortized 
by annual payments of $49 million until January 1, 1990 and $32 million on 
January 1, 1991 and 1992. 


As at March 31, 1978, the Province had made all scheduled payments. 

An actuarial review of the Legislative Assembly Retirement Allowances Account as at 
March 31, 1978, received subsequent to the fiscal year end, reported an unfunded liability 
of $3 million. The policy of the government, in regard to this account, is to contribute 
the amount of unfunded liabilities when they are reported. 


Teachers’ Superannuation Fund 


Through the budgetary expenditures of the Ministry of Education, the Province of 
Ontario makes annual contributions to the Teachers’ Superannuation Fund (which is 
administered by the Teachers’ Superannuation Commission) equal in amount to contri- 
butions by members. Further, the Province is committed to paying any deficiency in the 
Fund. 


Based on an actuarial report as at December 31, 1975, the Teachers’ Superannuation Fund 
had unfunded liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution 
of $23 million is required to be credited annually in accordance with The Pension 
Benefits Act. 


2. Residual unfunded liabilities of $1,069 million which are required to be amortized 
by annual payments of $121 million until December 31, 1980, $116 million from 
December 31, 1981 to December 31, 1989 and $94 million on December 31, 
1990. 


As at March 31, 1978, the Province had made all scheduled payments. 


7. Debentures and Notes 

















1978 1977 
Payable in 
Years of Canadian United States | Deutsche 
Maturity, Mar. 31 Dollars Dollars Marks Total Total 

1978 $ $ $ $ $ 1p, 
1979 82 43 4 129 132 
1980 67 29 4 100 100 
1981 45 7 52 AD 
1982 62 39 7 108 108 

1983 to2 125. 7 254 
1-5 years 378 236 29 643 464 
6-10 years 1,554 185 20 1,759 1,230 
11-15 years 2,856 44 2,900 2,686 
16-20 years 5,376 155 5.53) 5,065 
21-25 years 1,753 618 2591 2,070 
26-30 years 210 1,684 1,894 1723 
31-35 years 25 25 22 
36-40 years 13 13 14 








$12,165 $ 2,922 $ 49 $15,136 $13,274 
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The U.S. dollar debenture liability is recorded at par with the Canadian dollar and with 
the exception of $21 million, has been incurred on behalf of Ontario Hydro. The Province 
holds U.S. dollar bonds of Ontario Hydro having the same terms and conditions as the 
debentures of the Province. 

The Province has borrowings of 169 million Deutsche Marks recorded at $49 million, the 
Canadian dollar equivalent at the time of issue. At March 31, 1978, the Canadian dollar 
equivalent was $95 million. 


Contingent Liabilities 
The Province is guarantor of certain debt obligations as follows: 




















1978 1977 
Debentures, Bonds and Notes 
Ontario Hy dte \osicercs.cisorsereenane nen ee ee ee $6,114 $5,693 
Provincial. Crown! Agencies* 1.4, Sane ee ee ee 10 15 
6,124 5,708 
Less: Ontario Hydro bonds held as investments 
Of ‘the Province. 65. :ch:.0tauee cane te eee eee 60 71 
6,064 5,637 
Bank Loans Guaranteed 
Provineial Crown Apentiesi70 4, eee ee 9 7 
Corporations and individuals through various 
Government” prosTams™ cuss eee eee 79 91 
$6,152 $5,735 














Long-Term Leases 


The Province has long-term lease commitments for accommodation amounting to $153 
million to 1983 and an additional $124 million for years beyond 1983. The lease pay- 
ments made in 1977-78 amounted to $51 million. 


Established Programs Financing 


In 1977 the Province of Ontario agreed to revised fiscal arrangements with the Govern- 
ment of Canada in regard to the major cost-sharing agreements. In general terms, the 
new agreement provided for a replacement of the cost-sharing for hospital insurance and 
diagnostic services, medical care and post-secondary education with a transfer of new 
tax room to the Province in the personal income tax field and a cash payment which 
will grow annually at a rate based on the Gross National Expenditure. At the same 
time a similar cash payment was established for Extended Health Care which had pre- 
viously been funded under the Canada Assistance Plan. The cash payments are reported 
as Established Programs Financing in the statement of Budgetary Revenue. These new 
arrangements are in effect until at least March 31, 1982. 


Comparative Figures 

Where necessary, 1977 comparative figures have been reclassified to conform with the 
1978 financial statement presentation. 

Anti-Inflation Legislation 


Pursuant to the terms of an agreement between the Province of Ontario and the Gov- 
ernment of Canada, the Province is subject to controls on compensation instituted by the 
Government of Canada in the Anti-Inflation Act, effective October 14, 1975. 
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EXHIBIT 1 
PROVINCIAL AUDITOR’S OPINION 


I have examined the statement of assets and liabilities of the Province of Ontario as at 
March 31, 1978 and the statements of consolidated revenue fund, budgetary revenue, budget- 
ary expenditure, non-budgetary transactions and debt transactions for the year then ended. 
My examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as I considered necessary in the circum- 
stances. 


In my opinion, these financial statements present fairly the financial position of the 
Province as at March 31, 1978 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. The generally accepted account- 
ing principles are those relative to government accounting and are described under the 
heading of “Summary of Significant Accounting Policies” on page 12 of Volume 1 of the 
Public Accounts. 


In accordance with section 20 of The Audit Act, a report will be made to the Legislative 
Assembly. 





Xe 
PIN; SCOTT, GA... 
_ Toronto, September 29, 1978. Provincial Auditor 
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EXHIBIT 3 
MANAGEMENT BOARD ORDERS 


AMOUNTS AUTHORIZED AND EXPENDED THEREUNDER 
DURING THE YEAR ENDED MARCH 31251978 


a eS 





DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
ne eee Aes ee ee ee eee a 
$ $ 
Office of The Premier 
Office of The Premier Program: 
Feb. 14, 1978 Oiice: ofc Thes Premiet exes .cccccetcciacs 15,700 14,195 
15,700 14,195 
Management Board of Cabinet 
Government Personnel Services Program: 
April 11, 1978 Staff Development Centre ...........0......ccc008. 37,000 25,709 
' April 18, 1978 Personnel Advertising Services .................. 14,000 elzo 
| 51,000 32,834 
] 
Ministry of Government Services 
Ministry Administration Program: 
_ Mar. 14, 1978 PN ONC1a SOT VICES hoo Paswracemnines co ioetoieisane 15,300 12,145 
| Provision of Accommodation Program: 
| Mar. 14, 1978 Pi erai ACImINIStTAtiOM sos. eoshanessadse sa: 18,700 13,580 
_, Mar. 14, 1978 PRISON MOET WICER oj ais fignakent on toosiae oon 1,200 — 
Mar. 14, 1978 Accommodation Alterations .................0.. 11,600 — 
Mar. 14, 1978 Real Property Management ..................... 4,100 — 
| Supply and Services Program: 
| Mar. 14, 1978 BUND ACMINIStraliOn. vote at Se cmteewue.. 30,600 30,600 
Mar. 28, 1978 SIpply GA GMINIStFALION. ..ccsvesconeescazcccoe-none 21,000 4,016 
| Mar. 14, 1978 Collection WSCLVICES: cccoeittwiesayerssncaseco cae 1,100 1,100 
April 11, 1978 COMECHON PSELVICES ase ee scccis eocss evens 3,500 3,319 
S| Mar. 14, 1978 ReCAnisC Pe NITE eka oe ear 800 — 
§) April 11, 1978 MecoraS ( entrenaat ot 6 iors ees: 1,200 — 
- Mar. 14, 1978 Insurance and Risk Management ............ 600 ss 
MeNov. 22, 1977 TE EEOC OL SEEVICES TA con ohccpsrad rag) sre Cons araere: 227,800 227,800 
_ Mar. 14, 1978 LOLOCO le MOLVACES 5.) cic lors ea icaiepeeeaecde 17,000 17,000 
Mar. 14, 1978 PMOL OM SEIN ICES: func ucince ures nee 5,000 4,887 
Mar. 14, 1978 Employee Health Services ..............605 17,000 6,226 
_ April 11, 1978 Employee Health Services ...............0005 3,000 imine 
Mar. 14, 1978 Employee Advisory Services ............:..+4 7,900 4,223 
387,400 324,896 





LT 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Northern Affairs 
Ministry Administration Program: 
Mar. 7, 1978 Main Office: 5. ck.vccie cc austenite een ames 101,000 98,890 
Jan. 24, 1978 Information Services —jes7.0 ae 391,000 390,351 
Regional Priorities and Development 
Program: 
Feb. 7, 1978 Rail ‘and Ferry Service® toy ee 750,000 749,010 
1,242,000 1,238,254 
Ministry of Revenue 
Ministry Administration Program: 
April 4, 1978 Wain. ORRCE 7 ie ccecke hen ond aces eee eee 69,300 37,823 
April 4, 1978 Financial Services, 3204.2..0. 9 84,500 51,439 
April 4, 1978 Supply and Office Services ............0.......0 12,200 — 
April 4, 1978 Personnel ServiCese..ca cei nae ant Lanes 16,800 4,054 
April 4, 1978 Legal S€rviCes «+ 26...:ke tei ee 10,000 4,861 
Administration of Taxes Program: 
April 4, 1978 special Investigations! 5.4.5 2. 12,400 —- 
April 4, 1978 Revenue: Res@arceny 5.05c cen ne eee 5,000 — 
April 4, 1978 Corporations Tax and Other Taxes .......... 330,100 292,781 
Mar. 28, 1978 Gasoline and Tobacco “lax..4...2.9 14 280,100 238,772 
April 4, 1978 Retail Sales Tax and Other Taxes ............ 163,200 146,125 
Municipal Assessment Program: 
April 4, 1978 Assessment Statidards**. . 4. eee 18,700 — 
April 4, 1978 Assessment Field Operations .................... 841,000 167,788 
1,843,300 943,643 
Ministry of Treasury, Economics and 
Intergovernmental A ffairs 
Ministry Administration Program: 
April 11, 1978 Supply and Office Services .........0......0c:0000. 56,000 42,050 
April 11, 1978 Legal ‘Services: ...c..009 oe 10,000 7 ld 
Economic Policy Program: 
April 11, 1978 Ontario Economic Council ................c0.--. 33,500 32,496 
Intergovernmental Affairs Program: 
Mar. 28, 1978 Intergovernmental Affairs 7........4...,05aek. 194,000 155,204 
293,500 236,927 
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eee 


DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
ee ee 
$ $ 
Ministry of the Attorney General 
Law Officer of the Crown Program: 
Feb. 14, 1978 Pporney General 8 Ae 31,000 27,536 
pan.--— 3, 1978 Deputy Attorney General ....................... 324,000 324,000 
April 4, 1978 Deputy Attorney General ...............s00n 51,000 41,325 
Jan. 3,1978 meyal Commissions ......,..en0evser..o4ne 668,000 667,962 
Administrative Services Program: 
_ April 11, 1978 PURE COT CB Se a. stscinis sce cossusoncisgss 295,000 246,407 
Feb. 14, 1978 Analysis, Research and Planning .............. 26,000 25,913 
Mar. 14, 1978 Analysis, Research and Planning .............. 2,000 — 
Guardian and Trustee Services Program: 

April 4, 1978 Omicial Cardian: =” ..ee eet terse eee 65,000 62,959 
Crown Legal Services Program: 

Mar. 14, 1978 Paina Law Division. tac... ae 659,500 658,421 
Courts Administration Program: 

Mar. 14, 1978 mapreme Court. of Ontario |... .ocstectier. 330,500 315,948 

Mar. 14, 1978 County, District and Small Claims Courts 383,700 319,467 

_ April 11, 1978 County, District and Small Claims Courts 50,000 — 

| Administrative Tribunals Programs: 

| April 4, 1978 Criminal Injuries Compensation Board .... 45,000 31,329 

2,930,700 2 P2267 
Ministry of Consumer and 
Commercial Relations 
| Ministry Administration Program: 
Mar. 28, 1978 PETINAION SOCUVICES cceces ssc ce vosoani eopeinaniee 127,000 126,54 
Commercial Standards Program: 

Mar. 28, 1978 PEGDA RIOR Wei diate oc one mas ae eae 12,300 — 

Mar. 28, 1978 PIS ER EE PL ACICOS eos sv ncse sop seloiad naamnract Oo Go 54,500 26,833 

Mar. 28, 1978 Commercial Registration Appeal Tribunal 2,000 Lizz 

Technical Standards Program: 

MS 1978 Paar eg en cus eccearstastonnnie 26,400 2,136 

| Property Rights Program: 
| Regional Property Registration — 
Mar. 28, 1978 OTE bel ig Bi US hy TR eters ce ren he, eee 32,000 — 
Liquor License Program: 
_ Mar. 28, 1978 Liquor License Board of Ontario .............. 295,200 103,841 
Rent Review Program: 

Mar. 14, 1978 Renpete view DOA" et oonisiueo voce 295,900 291,524 

Mar. 14, 1978 rate tPOHON «ct et ase eens 519,900 415,449 

Mar. 14, 1978 erat OIG a otras. tobe cise <i aaanateeaneds 2,128,900 2,042,737 

3,494,100 3,010,753 


—_—— TT 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Correctional Services 
Ministry Administration Program: 
Mar. 14, 1978 Maint ORIG ccc ace. ctcencca sence 80,900 71,025 
April 11, 1978 Main OTE» ciscccesccssasceseneee eee 10,200 —- 
April 11, 1978 Financial S@rvites. ciccsnco.cceae nen 69,600 _- 
Mar. 14, 1978 Supply and Office Services ..............001 60,300 60,300 
April 11, 1978 Supply and Office Services ..............00004 9,400 9,105 
April 11, 1978 Personnel. Servites < Gcoiwasnswarnmasonetens 90,800 88,750 
Mar. 14, 1978 Information Services: B2.003 aia Ae 13,000 13,000 
April 11, 1978 Information ‘Services. 22.6 04c4..0e. eee 16,300 15,687 
Mar. 14, 1978 Analysis, Research and Planning ............ 25,600 — 
April 11, 1978 Analysis, Research and Planning ............ 26,400 — 
Mar. 14, 1978 Audit . Services: e.c.oscniaccRHe eee 18,300 18,300 
April 11, 1978 Augit: Services. cA6. seo eee 3,400 463 
Rehabilitation of Adult Offenders Program: 
April 11, 1978 General Administration. .......:.060..c.0n. 40,700 34,594 
April 11, 1978 Care, Treatment and Training of Adult 
Offenders 4, ii. deidin si eee 1,484,100 1,472,706 
April 11, 1978 Ontario Board of Parole ...............0c. 25,300 18,583 
April 11, 1978 Community Services — Adults ................ 537,700 $11,019 
2,512,000 2,313,534 
Ministry of the Solicitor General 
Ministry Administration Program: 
Mar. 28, 1978 Supply and Office Services .........0........000. 7,000 = 
Mar. 28, 1978 Legal Services icacc6s ee eee 18,000 12,212 
Public Safety Program: 
Mar. 28, 1978 Centre of Forensic Sciences ;...,...............« 10,000 — 
Mar. 28, 1978 Fire Safety Services. 2. eee 55,000 47,026 
Mar. 28, 1978 Coroners’ Investigations and Inquests ...... 38,000 36,646 
Supervision of Police Forces Program: 
Mar. 28, 1978 Ontario Police Commission ...................... 483,000 412,120 
Mar. 28, 1978 Ontario Police College "27... ae 125,000 46,747 
Management and Support Services Program: 
Mar. 28, 1978 Office of the Commissioner ...................... 27,000 26,306 
Mar. 28, 1978 Stall Inspection: (.024 csc cor ce 85,000 55,240 
Mar. 28, 1978 Properties ic ccc oe eee eee 165,000 154,191 
Mar, 28, 1978 Planning and Research <...........cccc.cssc 175,000 174,744 
Mar. 28, 1978 PATRON nd ye8., onic’ ica een ee 375,000 211,981 
Mar. 28, 1978 Quartermaster Stores @.....0..<- 33... eee 45,000 24,144 
Operations Program: 
Mar. 28, 1978 Special Services 4 isco eee eee 1,100,000 824,214 
Mar. 28, 1978 Law Enforcement — Uniform ................ 6,330,000 5,981,918 
Mar. 28, 1978 Comiunity Services 0.5... a eee 50,000 47,071 
9,088,000 8,054,560 


——— 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 


canna ididalnanmmeesaemrammecme neem a en 


$ $ 
Resources Development Policy 
Resources Development Policy Program: 
Feb. 21,1978 Royal Commission on Electric Power 
PIANIAg NG Tee re eae 247,000 238,061 
Ministry of Agriculture and Food 
Ministry Administration Program: 
Mar. 28, 1978 Pinanclal Services <5. sccccececcescesesieen enccenc 20,000 18,217 
Mar. 28, 1978 Supply and Office Services ........................ $3,000 50,642 
Mar. 28, 1978 Information Services ................:ccccctecsecsese. 90,000 49,654 
Mar. 28,1978 Analysis, Research and Planning .................. 31,000 24,634 
Mar. 28, 1978 egal! SETVICES hee eer ee 7,000 4,462 
| Mar. 28, 1978 RE NN ao sae tia cst vie ens 9,000 4,915 
Agricultural Production Program: 

_ Mar. 28, 1978 PN MEUNTII MRR RTIONEL 5 oe hc ase ec onion ake 7,000 58 
-» Mar. 28, 1978 PATI IBCM SET VICES 5 ux onsannc sere cie ante ener 470,000 292,616 
Mar. 28, 1978 Rene SPIT NGG Sse oc yhw terra chee carcass 10,000 —_— 

Agricultural Marketing Program: 
Mar. 14, 1978 ADVE 2S TEE Cs HI i ARMOR ey We Cpa eee NS re 1,000,000 929,764 
Agricultural Education and Research 
Program: 
Mar. 28, 1978 | ECE el ao 8 <a PR ede 765,000 655,050 
2,462,000 2,030,012 
Ministry of Energy 
Ministry Administration Program: 
Mar. 28, 1978 try NC oi thrice cnc cnvnan ls UE 88,000 82,766 
July 25, 1977 PRMETIONCE Od Up 5.0 SE IO 50,000 50,000 
Mar. 28, 1978 DI SE Pa aia. caves acon ek dans hao des 6,100 1,363 
| Energy Policy Program: 
_ April 11, 1978 COPE B PODS Fer 1s | ae ea 13,200 co 
| Regulatory Affairs Program: 
April 11, 1978 DiatararicsaS REgilatiOn ,...6<ics<cicsenosececscacsans 37,900 35,243 
195,200 169,372 
Ministry of the Environment 
Ministry Administration Program: 
April 4,1978 Information Services .......0000 19,000 19,000 
April 18, 1978 Information Services .............. titeiees?, 25, a cae 
April 4, 1978 Analysis, Research and Planning .............. pape anes 
April 4, 1978 Legal Services 2.0.0... oa ee 
April 4, 1978 Audit Services nes 100,000 82.873 
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DATE OF 
ORDER 


April 
April 
April 


April 
April 


April 
April 
April 
April 
April 


4, 1978 
4, 1978 
4, 1978 


4, 1978 
4, 1978 


4, 1978 
4, 1978 
4,1978 
4, 1978 
4,1978 


Febs 2151978 


April 
April 


April 
April 
April 


April 
April 


4, 1978 
4, 1978 


4, 1978 
4, 1978 
4, 1978 


4, 1978 
4, 1978 


Fepi.<21, 1978 


April 


4, 1978 


April 11, 1978 
April 11, 1978 


April 11, 1978 


April 11, 1978 


AUDITOR’S REPORT FOR 1977-78 


MINISTRY 
PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 


$ $ 
Environmental Assessment and Planning 
Program: 
Air Resources |. 45 cuse cents ee eee 360,000 331,959 
Water RESOurCes: — cnet at ee ree 263,000 104,411 
Environmental Assessment Board ............ 112,000 35,836 
Environmental Control Program: 
Municipal and Private Abatement ............ 387,000 S125 
Laboratory and Technical Support ............ 462,000 388,527 
1,812,000 1,088,723 
Ministry of Industry and Tourism 
Ministry Administration Program: 
MAE ORCS ios oeon enue ee 47,000 18,260 
PindncialoServices (ae. ee 19,000 14,589 
Supply and Office Services .......0....00.0000... 34,000 33,637 
Personnel sServices: 2.2 oa ee eee 16,000 9,661 
Information Services «....... aes eee $3,000 44,627 
AUdtt “Services igs | gucci. ca, ore eee 32,000 23,659 
Policy and Priorities Program: 
Program. AGMinistrauon ons, eee 28,000 23,378 
StPAleviC? Planinitio kininase eee 28,000 14,856 
Industry and Trade Development Program: 
Domestic Industry Development .............. 134,500 134,170 
Ontario. Howse: oi) een ee 124,000 97,858 
International Industry and Trade 
Development) 4,32 n46e 103,000 525 
Tourism Development Program: 
Program Administration... ee 3,000 10 
Tourism Marketing Development .............. 281,000 265,404 
Tourism: FieldhOperations.......-.-05 213,000 203,824 
Small Business Development Program: 
Ontario “Operations 3.244. ee ee 87,000 — 
1,202,500 936,708 
Ministry of Labour 
Ministry Administration Program: 
Persorinel. Services a5. .e enue ae 7,600 — 
Legal Services, .c:Jas.....chee eee 11,000 9,786 
Occupational Health and Safety Program: 
Occupational Health and Safety Inspection 278,900 276,612 
Ontario Manpower Co-Ordinating Committee 
Program: 
Ontario Manpower Co-Ordinating 
CPOMSMULLES” c aennmtes edie edieda nee ee 6,800 4,089 
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a ae eS ee 
DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 


a 


$ $ 
ee Human Rights Commission Program: 
pri ; iicesot The: Chairmarieeenseesn§. 50,000 
Pim (1978 AeHumansRichts cece tcaw. 27,400 oe 
Labour Relations Board Program: 
April 11, 1978 Labour Relations Board’ «1.00... .essccsesc..... 149,400 1215323 


April 
Mar. 
April 
Mar. 
April 


Feb. 
Mar. 
Jan. 

Mar. 
Dec. 


11,1978 
28, 1978 
11, 1978 
28, 1978 
Li, 1978 


14, 1978 
14, 1978 
10, 1978 
28, 1978 
pte Bie 


22,978 


meee ahs 


Lt 978 


22, 1978 


11, 1978 


pcae, 1918 


18; 1978 
11) 1978 


aes Ve be A) 


11,1978 


11, 1978 
LL 1978 


, 28, 1978 


ty, 1978 


LL, 1978 
18, 1978 
1 1978 
11, 1978 


Ministry of Natural Resources 


Ministry Administration Program: 
ARSC OINICO sn ere eg bee ee te 
Financial Services 
Audit Services 
Field Offices 
Field Offices 
Land Management Program: 
Air Service 
Air Service 
Extra Fire Fighting 
Resource Access 
Land, Water and Mineral Title 
Administration 
Land, Water and Mineral Title 
Administration 
Land, Water and Mineral Title 
Administration 
Land, Water and Mineral Title 
Administration 
Conservation Authorities 
Conservation Authorities 
Outdoor Recreation Program: 
Recreational Areas 
Recreational Areas 
Fish and Wildlife 
St. Lawrence Parks Commission 
St. Lawrence Parks Commission 
Resource Products Program: 
Mineral Management 
Forest Management 
Commercial Fish and Fur 
Commercial Fish and Fur 
Resource Experience Program: 
Junior Rangers 
Junior Rangers 
Youth Corps (Experience ’77) 
Leslie M. Frost Natural Resources Centre 


531,100 


155,000 


550,000 
1,350,500 
150,000 
91,300 


785,000 
9,600,000 
542,450 


145,000 
881,100 
180,000 


961,900 
290,000 
131,300 
50,200 
55,000 


168,300 
25,600 
148,000 
62,100 


475,000 
165,000 
100,000 

35,000 


18,305,350 


—————— 


464,684 


—eeeeoeo—OO—————— 


21937 
4,911 
881,781 


550,000 
1,037,642 
117,468 


785,000 
9,600,000 
542,450 


43,302 
881,100 
24,208 


961,900 
194,473 
129,408 


82,755 


148,000 
27,346 


475,000 
164,693 
69,473 
9,242 


16,942,109 








136 AUDITOR’S REPORT FOR 1977-78 
DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Transportation 
and Communications 
Ministry Administration Program: 
April 11, 1978 Marti. OMcer..0 usecase nec oe ree 250,000 eR gi 
April 11, 1978 SOR AIESELV ICES tranches tava aoe ee 65,000 —— 
April 11, 1978 PALICH SGIVIGGS: saan casts ines setimncdncnerairer ener 95,000 53,866 
Safety and Regulation Program: 
April 4, 1978 Program Administration j.:.u000 eee 220,000 149,574 
April 11, 1978 Licensin®  2:..4.055,24 2 ec ee 870,000 464,046 
Provincial Roads Program: 
April 11, 1978 Program Administration 24.00 2-2...) 250,000 90,051 
April 11, 1978 Destet ” sdicicescci ee eee 830,000 291,159 
April 11, 1978 MaINIENSNCE {40225 cantor e tee 3,200,000 1,985,143 
Provincial Transit Program: 
Feb. 14, 1978 Operations 25.2253. ears 2,500,000 2,500,000 
April 11, 1978 DeeratiONn® 4c .chency eterno nee eee 125,000 123,998 
Air Program: 
April 11, 1978 Maintenance 6. voces cae eo ee 170,000 114,644 
Municipal Roads Program: 
April 11, 1978 Program: Administrationa...76.c:9:.. sea 105,000 83,179 
April 11, 1978 Capital, Construction and Maintenance .. 3,000,000 2,139,057 
Municipal Transit Program: 
April 11, 1978 Program AGministt ation 7.0... nee 25,000 8,906 
Communications Program: 
April 11, 1978 Proecam: Administration 0.4 80,000 31,420 
11,785,000 8,726,764 
Social Development Policy 
Social Development Policy Program: 
April 18, 1978 Social Development Policy .............00...0... 12,000 6,668 
12,000 6,668 
Ministry of Colleges and Universities 
Ministry Administration Program: 
Mar. 28, 1978 Personnel Services <2..0.¢..... ee 17,000 16,875 
17,000 16,875 
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BI Rai a ER ae a 


DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
Sa RR SS TAT ne ee aN a ee ee 
$ $ 

Ministry of Community and Social Services 
Ministry Administration Program: 

Mar. 28, 1978 iain ORO: Care ee a ee 197,300 117,770 

Mar. 28, 1978 BORE AUTSCIVICEG en Ooo Hh ee, 15,200 14,043 
Developmental Resources Program: 

April 18, 1978 Pac iICVASOLVICES i eee ee tt 4 189,900 189,900 

Mar. 28, 1978 SAC UILVa SOLVICES ie Sead etek 770,900 756,437 
Child Services Program: 

Mar. 28, 1978 Child Welfare and Health Services .......... 104,877,900 94,025,840 





106,051,200 95,103,990 





Ministry of Culture and Recreation 


Ministry Administration Program: 


\ Mar. . 7, 1978 WG RVERY “CG | Tero Seyi alee eet ORE ee Me 8 254,000 232,294 
April 11, 1978 DOSOrMALIONY SETVICES). <n 5. es heise hae 28,700 4,280 
April 11, 1978 | Ly Uy be 225 gp Lal eae ee ee 10,000 3,994 
April 11, 1978 J eyo (s be SOS hg [1 Rae ee 75,000 66,630 

Heritage Conservation Program: 

| April 11, 1978 ig SEE VERY BS Sh, a ay 41,900 32,121 

| April 11, 1978 BO IRE TUG VTL LANT titer es rc cacao arcane 169,000 109,170 

Arts Support Program: 
_ April 11, 1978 Ontario science’ “Centre i656. iecec deers es 139,300 128,726 
Multicultural Support and Citizenship 
Program: 
April 11, 1978 PranslAllOnaServiCeS oo. este meena: 25,900 1,161 
| Libraries and Community Information 
Program: 
_ April 11, 1978 Community) Information: cic.cigns cts oe 12,000 — 
Mar. 7, 1978 SATE TICHICE Ory) Bite cr al are ae iro ois sa sivas 211,800 142,605 
967,600 720,981 


Ministry of Education 


Ministry Administration Program: 


Mar. 14, 1978 1 VETO p10 oh cre Oe OO ALN 610,100 590,655 
} April 11, 1978 PETSONNEHR SET VICES Ao ciicei sc fosea cn dlocscaceiesenvinens 10,000 8,835 
» April 11, 1978 Tea SCUVACCS IN anaes eer na 5,000 4,092 
f April 11, 1978 PAVIA SCIVICOS Sh tt twit wichita entender 4,000 1,380 
| Education Program: 

Mar. 14, 1978 CUTICUI ATE ee endo 2,402,000 2,241;755 
Mar. 14, 1978 Schools for the Blind and Deaf ................ 1,104,000 1,104,000 
April 11, 1978 Schools for the Blind and Deaf ................ 58,000 22343 


Jan. 30, 1978 Educational Programs in the 


Developmental Centres Schools ............ 1,491,000 1,193,813 


} 
| 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Mar. 14, 1978 Professional Development ........................ 532,200 324,151 
April 11, 1978 Student Activities and Special Projects .... 240,000 206,841 
Services to Education Program: 
April 4, 1978 Teachers’ Superannuation Commission .... 36,800 36,720 
6,493,100 5,734,615 
Ministry of Health 
Ministry Administration and Health 
Insurance Program: 
April 11, 1978 POYSOUME] SOrVICES aera susascseeeeteeee 2,000 os 
April 11, 1978 Begel (Services:«.c..s cut eae ee ee 12,600 3,566 
April 11, 1978 PRICED GOT VICES: ¥.7-- Srincas Meera tae ee ee 166,100 132,394 
Institutional Health Services Program: 
April 11, 1978 PSYCHINUTIGLSErViICeS) (225. ee eee 1,657,000 — 
April 11, 1978 Institutional Care. Services yan, ao 95,100 — 
1,932,800 135,960 


Total Management Board Orders .........0...........00ccccccccccceceeseeeseeeeeeeeeee. 173,871,550 151,206,380 





we 
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EXHIBIT 4 
STATUTORY APPROPRIATIONS 
AMOUNTS EXPENDED THEREUNDER 
DURING THE YEAR ENDED MARCH 31, 1978 
MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Office of The The Election Act Expenditure 12,105,043 
Assembly Contribution to Legislative Assembly 
Retirement Allowances Account Expenditure 338,464 
12,443,507 
Office of The Premier’s Salary Expenditure 25,000 
_ Premier 
Management Minister’s Salary Expenditure 18,000 
_ Board Reserve for outstanding cheques Charge 496 
_ of Cabinet 
18,496 
~ Office of Provincial Auditor’s Salary Expenditure 51,552 
_ Provincial 
Auditor 
Ministry of Minister’s Salary Expenditure 13,562 
Government Ministers without Portfolio Salaries Expenditure 7,500 
Services Contract security deposits Charge 179,145 
Effingham Park Expropriation Trust Account Charge 326:731 
Ontario Housing Corporation — Land 
Maintenance Charge 333,210 
Ontario Land Corporation — Land 
Maintenance Charge 360,212 
Reserve for outstanding cheques Charge 10,015 
Government Stationery Account Expenditure 139,103 
Employee Benefits (Government 
| Contributions) Expenditure 340,979 
1,710,457 
Ministry of Minister’s Salary Expenditure 18,000 
_ Northern 
Affairs 
_ Ministry of Minister’s Salary Expenditure 18,000 
Revenue Retail Sales Tax — Contract security deposits Charge 25.180 
| Province of Ontario Savings Office Program Expenditure 3,064,233 


3,107,418 


140 AUDITOR’S REPORT FOR 1977-78 








MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Ministry of Minister’s Salary Expenditure 18,000 
Treasury, Parliamentary Assistant’s Salary Expenditure 5,000 
Economics and 
Intergovern- — Public Debt 
mental Interest on Ontario Securities 
Affairs Public Issues 
For general purposes Expenditure 119,588,919 
On behalf of Ontario Hydro Expenditure 209,332,016 
Non Public Issues 
Canada Pension Plan Investment Fund Expenditure 492,386,652 
Teachers’ Superannuation Fund Expenditure 165,809,490 
Ontario Municipal Employees’ 
Retirement Fund Expenditure 87,638,308 
Other Expenditure 17,486,664 
Interest on Public Service 
Superannuation Fund Expenditure 93,302,788 
Interest on Province of Ontario Savings 
Office Deposits Expenditure 22,915,884 
Other interest, exchange, discount and 
commission Expenditure 33,762,628 


Development Loans 
The Ontario Education Capital Aid 


Corporation Disbursement 80,992,000 
The Ontario Universities Capital Aid 

Corporation Disbursement 33,942,433 
The Ontario Municipal Improvement 

Corporation Disbursement 2,952,000 
The Ontario Land Corporation Disbursement 4,100,000 


Other Loans and Advances 


Ontario Hydro, The Power Corporation Act Disbursement 450,000,000 
The Crop Insurance Commission of 
Ontario Disbursement 8,400,000 


Pension Funds, Deposit, Trust, and 
Reserve Accounts 


Payments from Public Service Superannuation 


Fund Charge 57,162,798 
Payments from Superannuation Adjustment Fund: 

Public Service Superannuation Fund Charge 954,293 

Teachers’ Superannuation Plan Charge 1,205,336 

Retirement Pension Plan of Ryerson 

Polytechnical Institute Charge 1,507 

Payments from Legislative Assembly 

Retirement Allowance Account Charge 629,551 
Payments from Ontario Energy Trust Account Charge 32,926,670 
Other Charge 956,635 

Payments in lieu of taxes 

The Whirlpool Rapids Bridge Act Expenditure 36,000 
The Lewiston-Queenston Bridge Act Expenditure 20,000 
Loans to municipalities under The Shoreline 

Property Assistance Act, 1973 Disbursement 488,720 
Ontario Youth Employment Program Expenditure 10,546,532 


a Te 
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aaa ae SESS a a inane 
MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 


Ce 


Ministry of 
Treasury, 


Economics and 


Intergovern- 
mental 
Affairs 
(Cont'd) 


Ministry of 
the 
Attorney 
General 


Commercial 
Relations 


_ Ministry of 





Correctional 
Services 


Ministry of 
the Solicitor 


General 


_ Resources 
_ Development 


Policy 


Debt Transactions 


Minister’s Salary 

Parliamentary Assistant’s Salary 
Reserve for outstanding cheques 
Proceedings against The Crown Act 
Allowances to Supreme Court Judges 
Allowances to Judges 


Minister’s Salary 
Parliamentary Assistant’s Salary 
Payments from The Motor Vehicle Accident 
Claims Fund 
Security Bond Forfeitures 
The Collection Agencies Act 
The Consumer Protection Act 
The Motor Vehicle Dealers Act 
The Real Estate and Business Brokers Act 
Fees under The Vital Statistics Act 


Minister’s Salary 

Bequests and scholarships 
Unclaimed monies 

Reserve for outstanding cheques 


Minister’s Salary 

Hearings under The Police Act 

Payments under The Ministry of Treasury, 
Economics and Intergovernmental 
Affairs Act 

Cloud II Payments 


Minister’s Salary 


Retirements of 


Loans 


Expenditure 
Expenditure 
Charge 
Expenditure 
Expenditure 
Expenditure 


Expenditure 
Expenditure 


Charge 


Charge 
Charge 
Charge 
Charge 
Expenditure 


Expenditure 
Charge 
Charge 
Charge 


Expenditure 
Expenditure 


Expenditure 
Charge 


Expenditure 


$ 
137,920,247 


2,065,481,072 


362,608 


554,178 


18,000 
5,000 


18,137,466 


15,000 
40,000 
80,000 
44,300 

422 


18,340,188 


13,562 
107 
698 
406 


14,773 


18,000 
241 


6,123 
1,330 


25,694 





18,000 
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MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Ministry of Minister’s Salary Expenditure 18,000 
Agriculture Parliamentary Assistant’s Salary Expenditure 5,000 
and Food Payment of Guarantees Expenditure 2,261,699 
Subsidy payments to The Ontario Crop 
Insurance Fund Expenditure 7,039,279 
Tile Drainage Debentures Disbursement 18,772,400 
Bequests and scholarships Charge 933 
Ontario Agricultural Museum Trust Fund Charge 9,067 
28,106,378 
Ministry of Minister’s Salary Expenditure 18,000 
Energy 
Ministry Minister’s Salary Expenditure 18,000 
of the Provincial Lottery Trust Fund Charge 708,440 
Environment Reserve Fund for Renewals, Replacements 
and Contingencies Charge 1,187,082 
Sinking Fund for Recovery of the Cost of 
Capital Assets Charge 662,293 
2,575,815 
Ministry of Minister’s Salary Expenditure 18,000 
Housing Parliamentary Assistant’s Salary Expenditure 5,000 
Grants to assist in the erection of housing 
units for elderly persons Expenditure 150,000 
173,000 
Ministry of Minister’s Salary Expenditure 18,000 
Industry and Parliamentary Assistant’s Salary Expenditure 2,630 
Tourism Ontario Development Corporation Term : 
Loan Program Disbursement 17,223,083 
Northern Ontario Development Corporation 
Term Loan Program Disbursement 9,317,264 
Eastern Ontario Development Corporation 
Term Loan Program Disbursement 15,355,832 
41,916,807 
Ministry of Minister’s Salary Expenditure 18,000 
Labour Reserve for outstanding cheques Charge 5,588 
Provincial Lottery Trust Fund Charge 999,116 
Mine Rescue Training Expenditure 67,392 
Employment Standards 
Unclaimed vacation-with-pay Charge 4,376 
Unclaimed wages Charge 110,226 
1,204,698 





=9 inane 





MINISTRY 


EXHIBITS 


ACTIVITY 


PAYMENT 


CLASSIFICATION 
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a 


EXPENDED 


acre erceee eT- 


Ministry of 
Natural 
Resources 


Ministry of 
Transportation 
and 
Communica- 
tions 


Social 
Development 
Policy 


Ministry of 
Colleges and 
Universities 


Ministry of 
Community 
and Social 
Services 


Ministry of 
Culture and 
Recreation 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Contract security deposits 

Reserve for outstanding cheques 

Grants in Accordance with The Algonquin 
Forestry Authority Act 

Loans in Accordance with The Algonquin 
Forestry Authority Act 

Pits and Quarries security deposits 


Minister’s Salary 

Parliamentary Assistants’ Salaries 

City of Niagara Falls — Compensation for 
loss of Taxes 


Trust Accounts 
Construction trust account 
Contract security deposits 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Minister’s Salary 
Reserve for outstanding cheques 


Queen Elizabeth II Ontario Scholarship Fund 


Minister’s Salary 
Parliamentary Assistant’s Salary 
Bequests and scholarships 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Ontario Olympic Lottery Sports Fund 

Contract security deposits — Athletics 
Commissioner 


Expenditure 
Expenditure 
Charge 
Charge 


Expenditure 


Disbursement 
Charge 


Expenditure 
Expenditure 


Expenditure 


Charge 
Charge 


Expenditure 
Expenditure 


Expenditure 
Charge 
Charge 


Expenditure 
Expenditure 
Charge 


Expenditure 
Expenditure 
Charge 


Charge 


$ 


18,000 
5,000 
108,184 
653 
30,000 


250,000 
223,850 


635,687 


18,000 
5,000 


12,000 


96,954 
2,000 


133,954 


18,000 
5,000 


23,000 


48,081 


18,000 
603 
320 


18,923 


18,000 
4,186 
1,387,348 


16,300 


1,425,834 
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MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Ministry of Minister’s Salary Expenditure 18,000 
Education Parliamentary Assistant’s Salary Expenditure 5,000 
Bequests and scholarships Charge 19,969 
Student Aid Loans Write-off Expenditure 9531 
Ontario Education Association — Elementary 
Teachers’ Loan Fund Charge 765 
Teachers’ Superannuation Fund Expenditure 109,017,608 
Superannuation Adjustment Fund Expenditure 21,584,772 
Superannuation Adjustment Benefits Expenditure 16,432,932 
147,088,577 
Ministry of Minister’s Salary Expenditure 18,000 
Health Parliamentary Assistant’s Salary Expenditure 4,630 
Reserve for outstanding cheques Charge 16,873 
Government Pharmacy Expenditure 365,096 
Provincial Lottery Trust Fund Charge 6,000,000 
Bequests Charge 1,250 
6,405,849 
Total Statutory: Payments .3.... 4c 2,331,582,938 
Summary of Statutory Payments 
$ 
Budgetary Expenditure 225..,04.40 ee 1,426,885,486 
Disbursements....::7.ii0 geet cars ee ee 641,793,730 
C1 ae a Wha > et PE Set on 124,983,475 
Retirements: of boane...2 00 3 ee oe eee 137,920,247 


2,331,582,938 
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EXHIBIT 6 


OFFICE OF THE PROVINCIAL AUDITOR 
REVENUE AND EXPENDITURE AUDITS 


Year Ended March 31, 1978 


(See Note) 


Revenue and Trust Funds, Ridgetown College of Agricultural Technology, Min- 
istry of Agriculture and Food 


Administrative Expenditure, Ministry of Agriculture and Food 
Revenue and Expenditure, Civil Service Commission 

Revenue, Ministry of Colleges and Universities 

Transfer Payments, Ministry of Colleges and Universities 
Administrative Expenditure, Ministry of Colleges and Universities 


Revenue and Trust Funds, Southwestern Regional Centre, Ministry of Community 
and Social Services 


Revenue and Trust Funds, Brookside School, Ministry of Community and Social 
Services 


Revenue and Trust Funds, Oxford Regional Centre, Ministry of Community and 
Social Services 


Revenue and Trust Funds, Kawartha Lakes School, Lindsay, Ministry of Com- 
munity and Social Services 


Revenue, Ministry of Community and Social Services 


Revenue and Trust Funds, Prince Edward Heights, Ministry of Community and 
Social Services 


Administrative Expenditure, Ministry of Community and Social Services 
Transfer Payments, Ministry of Community and Social Services 
Revenue, Ministry of Consumer and Commercial Relations 
Expenditure, Ministry of Consumer and Commercial Relations 


Revenue and Trust Funds, Mimico Correctional Centre, Ministry of Correctional 
Services 


Review of Procedures of Salary Payments to Teachers Employed at Adult Institu- 
tions, Ministry of Correctional Services 


Revenue and Trust Funds, Millbrook Correctional Centre, Ministry of Correctional 
Services 


Revenue, Ministry of Correctional Services 
Expenditure, Ministry of Correctional Services 


Administrative Expenditure, Ministry of Culture and Recreation 
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Transfer Payments and Acquisition/Construction of Physical Assets, Ministry of 
Culture and Recreation 


Review of Printing and Duplicating Facilities and Procedures, Ministry of Educa- 
tion 


Revenue and Trust Funds, The Sir James Whitney School, Ministry of Education 
Administrative Expenditure, Ministry of Education 

Expenditure, Ministry of Energy 

Revenue, Ministry of the Environment 


Administrative Expenditure and Transfer Payments, Ministry of Government 
Services 


Revenue and Trust Funds, Mental Health Centre, Penetanguishene, Ministry of 
Health 


Revenue and Trust Funds, St. Thomas Psychiatric Hospital, Ministry of Health 
Revenue and Trust Funds, Lakehead Psychiatric Hospital, Ministry of Health 
| Administrative Expenditure, Ministry of Health 
Revenue and Trust Funds, Dr. MacKinnon Phillips Hospital, Ministry of Health 
_ Revenue, Ministry of Health 
Expenditure, Ministry of Industry and Tourism 
Expenditure, Ministry of Labour 
Expenditure, Ontario Human Rights Commission, Ministry of Labour 
_ Revenue and Expenditure, Management Board of Cabinet 
Transfer Payments, Ministry of Natural Resources 
Revenue, Ministry of Natural Resources 
Revenue Collected under The Gasoline Tax Act, 1973, The Motor Vehicle Fuel 
Tax Act and The Tobacco Tax Act, Ministry of Revenue 
| Transfer Payments, Ministry of Revenue 
; Revenue, Ministry of the Solicitor General 
Expenditure, Ministry of the Solicitor General 
Revenue, Registrar of Motor Vehicles, Ministry of Transportation and Com- 
munications 
. Administrative Expenditure, Ministry of Transportation and Communications 
_Acquisition/Construction of Physical Assets, Ministry of Transportation and 
Communications 
Transfer Payments and Disbursements, Ministry of Transportation and Com- 
| munications 
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Revenue, Ministry of Transportation and Communications 


Transfer Payments and Acquisition/Construction of Physical Assets, Ministry of 
Treasury, Economics and Intergovernmental Affairs 


Expenditure, Ontario Youth Employment Program, 1977, Ministry of Treasury, 
Economics and Intergovernmental Affairs 


Review of Management by Results Agreement and Report, Ontario Racing Com- 
mission 

Expenditure, Royal Commission on Electric Power Planning, Resources Develop- 
ment Policy 

Computer Control Evaluations—Various Ministries (9) and Agencies (2) 


NOTE: In general, this listing includes audits completed between the date (September 30, 
1977) of our 1976-77 Report and the date (September 29, 1978) of our 1977-78 
Report. In all cases, at least a portion of the period covered by the audit fell within 
the year ended March 31, 1978. 


| 





a 


EXHIBITS 149 


EXHIBIT 7 


OFFICE OF THE PROVINCIAL AUDITOR 
CROWN AGENCY AUDITS 


Year Ended March 31, 1978 


(See Note 1) 


(a) Audited by Provincial Auditor pursuant to appointment under the various 


related statutes. 
The Accountant of the Supreme Court of Ontario 
Agricultural Rehabilitation and Development Directorate of Ontario 
Alcoholism and Drug Addiction Research Foundation 
*Algonquin Forestry Authority 
The Centennial Centre of Science and Technology 
Commission on Election Contributions and Expenses 
*The Crop Insurance Commission of Ontario 
*Eastern Ontario Development Corporation 
Farm Income Stabilization Commission of Ontario (established in 1977-78) 
The Fund for Milk and Cream Producers, The Milk Commission of Ontario 
The John Graves Simcoe Memorial Foundation 
The Law Society of Upper Canada, Legal Aid Fund 
*Liquor Control Board of Ontario 
The McMichael Canadian Collection 
*The Niagara Parks Commission (October 31, 1977) 
*Northern Ontario Development Corporation 
*North Pickering Development Corporation 
Office of the Assembly 
Office of the Official Guardian 
Office of the Ombudsman 
Ontario Agricultural Museum 
The Ontario Cancer Treatment and Research Foundation 
Ontario Deposit Insurance Corporation (December 31, 1977) 
*Ontario Development Corporation 
*The Ontario Education Capital Aid Corporation 
The Ontario Educational Communications Authority 
*Ontario Food Terminal Board 
The Ontario Heritage Foundation 
*Ontario Housing Corporation (December 31, 1977) . 
*The Ontario Junior Farmer Establishment Loan Corporation 
*Ontario Lottery Corporation 
*The Ontario Municipal Improvement Corporation 
*Ontario Northland Transportation Commission (December See 977) 
*Ontario Place Corporation 
The Ontario Producers, Processors, Distributors and Consumers Food 
Council 
Ontario Racing Commission 
Ontario Stock Yards Board (June 30, 1978) 
*Ontario Student Housing Corporation (December Slee LOT) 
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The Ontario Telephone Development Corporation (December 31, 1977) 
*The Ontario Universities Capital Aid Corporation 

Pension Commission of Ontario 

Province of Ontario Council for the Arts 

Public Service Superannuation Fund 

The Public Trustee of The Province of Ontario 

The Sheridan Park Corporation 

The St. Lawrence Parks Commission 

Superannuation Adjustment Fund 


(b) Audited by Provincial Auditor pursuant to appointment by shareholders or 
membership bodies. 
*Ontario Mortgage Corporation 
Ontario Industrial Training Institute 
The Owen Sound Transportation Company, Limited (December 31, 1977) 
Soldiers’ Aid Commission 
Star Transfer Limited (December 31, 1977) 


(c) Audited by Provincial Auditor pursuant to the provisions of The Audit Act. 
Legislative Assembly Retirement Allowances Account 
Liquor Licence Board 
Motor Vehicle Accident Claims Fund 
Niagara Escarpment Commission 
The Province of Ontario Savings Office 


(d 


VS 


Audited by Public Accountants subject to direction or review by the Pro- 
vincial Auditor. 

*Ontario Land Corporation 

*Toronto Area Transit Operating Authority 

*“Workmen’s Compensation Board (December 31, 1977) 


*Audited financial statements reproduced in Volume 2 of the Public Accounts 
1977-78. 


Note 1: In all cases the audit covered the fiscal period of the Agency concerned. 
In most instances the fiscal period ended on March 31, 1978. Where the 
Agency’s fiscal period ended on a date other than March 31, 1978, such 
date has been indicated in parenthesis. 


Note 2: The Canadian Conference on Historical Resources was formerly listed 
under section (b) of this Exhibit. Since the new Secretary-Treasurer of 
the Conference is from the Province of New Brunswick, the audit re- 
sponsibility has been transferred to that Province. 
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